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) gl !5! E! KPMG LLP

Suite 1200
150 West Jefferson
Detroit, Ml 48226-4429

Independent Auditors’ Report

To the Honorable Mayor Kwame Kilpatrick
and Members of the City Council
City of Detroit:

We have audited the accompanying basic financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the City of Detroit, Michigan (the City) as of and for
the year ended June 30, 2004, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the City’s
management. Our responsibility is to express opinions on these financial statements based on our
audit. We did not audit the financial statements of the School District of the City of Detroit, the
Downtown Development Authority, the Economic Development Corporation, the Museum of
African American History, the Detroit Transportation Corporation, the Detroit Housing
Commission, and the Greater Detroit Resource Recovery Authority, which represent 97.9% and
96.5%, respectively, of the assets and revenues of the discretely presented component units. We
also did not audit the financial statements of the Retirement Systems, which represent 93.1% and
36.8%, respectively, of the assets and expenses/expenditures/deductions of the aggregate
remaining fund information. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinions, insofar as they relate to the amounts
included for the aggregate discretely presented component units and the aggregate remaining fund
information, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinions.

As described in note 3(B)I(c), the financial statements of the Detroit Housing Commission
Component Unit did not include a liability to the Department of Housing and Urban Development
in the amount of $14,236,946 related to unallowable costs claimed for federal reimbursement.
Accounting principles generally accepted in the United States of America require that all
liabilities that are probable and can be estimated should be recorded as liabilities, which would
increase expenses and decrease net assets.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative




In our opinion, based on our audit and the reports of other auditors, except for the effects of not
recording the liability of the Detroit Housing Commission Component Unit as described in the
preceding paragraph, the financial statements referred to above present fairly, in all material
respects, the financial position of the aggregate discretely presented component units for the City
of Detroit, Michigan as of June 30, 2004, and the changes in financial position thereof for the

year then ended in conformity with accounting principles generally accepted in the United States
of America.

In addition, in our opinion, based on our audit and the reports of other auditors, the financial
statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Detroit, Michigan as of June 30, 2004, and
the respective changes in financial position and cash flows, where applicable, thereof and
budgetary comparison for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

As described in note 1(C), the City changed the reporting of the Detroit Housing Commission
from a proprietary fund to a discretely presented component unit as of July 1, 2003.

The City has not presented Management’s Discussion and Analysis, which accounting principles
generally accepted in the United States of America have determined is necessary to supplement,
although not required to be part of, the basic financial statements.

The schedules of employer contributions and the schedules of funding progress on page 82 are
not a required part of the basic financial statements but are supplementary information required
by accounting principles generally accepted in the United States of America. We and the other
auditors have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required

supplementary information. However, we did not audit the information and express no opinion on
it.

In accordance with Government Auditing Standards, we have also issued our report dated March
21, 2005 on our consideration of the City’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

KPMme LLP

Detroit, Michigan
March 21, 2005
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City of Detroit, Michigan
STATEMENT OF NET ASSETS
June 30, 2004

ASSETS
Current Assets:
Cash and Cash Equivalents.
Investments.
Escrow Deposits.
Accounts and Contracts Receivable:
Internal Balances.
Duefrom Primary GOvernMment..........cccoevvrereeecceereeneneneneneees
Due from Component Units.
Due from Other Governmental Agencies..
Other Receivables - Net
Total Accountsand Contracts Receivable - Net....
Inventories..............
Prepaid Expenses...
Short-Term Loans and Advances to Component Units..
Total Current Assets......
Non-Current Assets:
Restricted Assets:
Cash and Cash Equivalents.
Investments. N
Restricted L oans and Notes Recievable...........coooveccnnninenns
Total Non-Current Restricted ASSELS.......cccovvrvererecerecennnnn,
Deferred Charges.
Capital Assets:
Non-Depreciable.
Depreciable, Net
Total Capital Assets, Net
Other Assets.

Primary Gover nment

Governmental Business-type

Activities Activities Total Component Units
49,366,275 $ 8,042,755 57,409,030 $ 20,226,370
278,478,406 55,398,148 333,876,554 228,646,426
- - - 52,444,684
(986,712) 986,712 - -
- - - 18,272,467
19,847,369 - 19,847,369 -
186,403,316 20,494,877 206,898,193 292,559,450
61,678,985 214,775,510 276,454,495 94,617,846
266,942,958 236,257,099 503,200,057 405,449,763
37,557,354 27,620,127 65,177,481 11,355,046
127,636 320,687 448,323 4,561,167
358,205 - 358,205 -
632,830,834 327,638,816 960,469,650 722,683,456
69,361,602 53,622,374 122,983,976 8,357,104
64,620,924 943,746,429 1,008,367,353 732,870,459
- - - 68,642,830
133,982,526 997,368,803 1,131,351,329 809,870,393
- - - 1,719,417
538,406,664 1,930,743,648 2,469,150,312 558,683,239
655,643,141 2,662,710,878 3,318,354,019 1,402,955,477
1,194,049,805 4,593,454,526 5,787,504,331 1,961,638,716
14,238,261 59,878,846 74,117,107 15,881,346
1,342,270,592 5,650,702,175 6,992,972,767 2,789,109,872
1,975,101,426 5,978,340,991 7,953,442,417 3,511,793,328

The accompanying notesare an integral part of the financial statements.



LIABILITIES
Current Liabilities:

Accounts and Contracts Payable

Dueto Other Governmental Agencies...

Dueto Primary Government..

Dueto Component Units....

Deposits and Refunds.

Accrued Interest Payable...

L oans and Advances from Primary Gover nment...

Accrued Salariesand Wages.........cooveevrnnisnneesessssensnenes

Deferred Revenue

Other Current Liabilities.......ccococvieiininieiieieeeene

Restricted Liabilities:

Accounts Payable.

Accrued Public Liability and

Worker's COMpeNSation.........coeereeirieininrneseeeseisiesessesenenes

Other Liabilities..............
Total Restricted Liabilities.

Bonds, Notes and Other Debt Payable - Current..........c.coeueee
Unamortized Premium and Defeasances.............coocvicenians
Bonds, Notes and Other

Debt Payable - Current-Net

Accrued Compensated Absences.

Accrued Public Liability and Workers Compensation...........
Total Current Liabilities.

Long-Term Liabilities:
Bonds, Notes and Other Debt Payable...........cccovvvvriieieinnnnns
Deferred Swap Termination Fees,

Unamortized Premium/(Discount) and
L oss (Gain) on Defeasances.
Bonds, Notes and Other Debt Payable -Net..
Accrued Compensated Absences.
Accrued Public Liability and Workers Compensation............
Total Long-Term Liabilities.
Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt..........c.cuune..
Restricted for:

Endowments and Trust (Non-Expendable)................
Capital Projects.
Debt Service...........
Unrestricted (Deficit)
Total Net Assets.

Primary Gover nment

Governmental Business-type

Activities Activities Total Component Units
172,892,718 58,855,488 231,748,206 167,492,022
49,076,833 - 49,076,833 -
- - - 21,607,800
11,957,828 5,526,824 17,484,652 -
29,774,963 93,067 29,868,030 -
13,300,998 60,160,084 73,461,082 23,770,338
- - - 358,205
48,008,494 6,078,401 54,086,895 93,017,407
2,711,367 122,331 2,833,698 9,810,804
50,252,146 13,021,194 63,273,340 281,149,623
3,503,843 110,945,867 114,449,710 -
22,704,836 - 22,704,836 -
690,683 - 690,683 -
26,899,362 110,945,867 137,845,229 -
72,033,883 73,520,000 145,553,883 2,195,542,696
- - - 33,919,892
72,033,883 73,520,000 145,553,883 112,460,920
4,236,630 19,391,069 23,627,699 2,803,205
- 6,658,418 6,658,418 324,506
481,145,222 354,372,743 835,517,965 712,794,830
977,371,156 4,082,167,599 5,059,538,755 2,195,542,696
- 31,000,000 31,000,000 -
22,615,806 (66,239,165) (43,623,359) 33,919,892
999,986,962 4,046,928,434 5,046,915,396 2,229,462,588
136,234,385 13,001,247 149,235,632 150,074,583
164,585,116 17,997,269 182,582,385 56,665,005
1,300,806,463 4,077,926,950 5,378,733,413 2,436,202,176
1,781,951,685 4,432,299,693 6,214,251,378 3,148,997,006
423,118,665 1,063,418,365 1,486,537,030 541,600,728
1,237,820 - 1,237,820 -
31,229,238 - 31,229,238 31,082,216
52,782,890 199,037,340 251,820,230 24,241,754
(315,218,872) 283,585,593 (31,633,279) (248,370,403)
$ 193,149,741  $ 1,546,041,298 $ 1,739,191,039 $ 362,796,322




City of Detroit, Michigan
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2004

Program Revenues

Operating
Chargesfor Grantsand
Functions/Programs Expenses Services Contributions
Primary Government:
Governmental Activities:
U] ool =l o {= et £ (o] o NS $ 755816,119 $ 88,817,490 $ -
172,601,779 11,875,150 128,616,159
82,148,669 10,363,646 -
Economic Development 102,680,484 20,512,694 60,709,539
Educational DevelopmMEeNt..........ccoeereeerrenineineeesesesesieenine 95,655,097 - 95,579,152
Housing Supply and Conditions..........ccoeereireenneneneeennnes 21,190,178 16,617,400 7,105,957
Physical Environment.............. 267,232,775 85,667,448 -
Transportation ........c.c.ceeevene 49,857,971 - 8,364,954
Development and M anagement... 350,969,773 84,682,688 14,946,203
Interest on Long-Term Debt........oovvvvivirieinieenrcieeeseeieine 58,080,402 - -
Total Governmental ACtiVItiES.......ccccvvririrrvreiereeeenes 1,956,233,247 318,536,516 315,321,964
Business-type Activities:
SEWage DiSPOSAL......coiirerereeieieieeinessesee et 186,979,859 195,947,900 -
Transportation. 206,319,905 24,712,839 89,345,418
KAV L= TS 198,120,130 223,092,260 -
Automobile Parking........ccoveveinnininesccess s 21,990,714 19,618,019 -
Airport 4,030,607 972,659 -
Total Business-type ACtiVities........coceovveirrenneineineenens 617,441,215 464,343,677 89,345,418
Total Primary GOVEr NMEeNt........cccoeurrerieerieererereeeseeeseneenas $ 2573674462 $ 782,880,193 $ 404,667,382
Component Units:
Brownfield Redevelopment Authority........ccccceeeeevrvrerenene $ 200,328 % 139,463 $ 104,070
Detroit PublicLibrary.........ccc....... 37,989,764 304,294 5,712,417
Downtown Development Authority... 62,463,896 11,095,995 -
Economic Development AUthority........cccooeeveeiniinncinenes 12,227,756 17,123,677 -
Detroit Housing COMMISSION.....cuevrievinirieinieenieieseeieeeeeies 66,240,398 69,036,445 -
L ocal Development Finance Authority. 14,513,509 - 6,950,000
Museum of African American History. 6,834,923 1,583,936 5,075,412
Detroit Public Schools...........ccccoeunnee 1,777,402,877 7,580,249 525,155,465
Tax Increment Finance AUthOrity........ccoeeveceneenncienenen: 11,636,682 - -
Detroit Transportation Corporation...........ceeeveenrrerennnns 18,881,512 367,012 9,621,165
Greater Detroit Resource Recovery Authority..........ccc..... 116,723,107 43,792,111 71,146,881
Total Component UNItS........coccueururrieereenineneeesiseseseeeeeenes $ 2125114752 $ 151,023,182 $ 623,765,410
General Revenues:
Property Taxes, levied for General PUIFPOSES.........ccociriiiiirieinieieseeieeeesesiese e
Property Taxes, levied for Debt Service PUIrPOSES..........ccoiriieiiieirieinisieesieeseee e

Municipal Income Tax

Utility Users Tax
Wagering Tax

Hotel and Liquor Tax..

Other Taxes.
Shared Taxes.....

Interest and Penalities on Taxes.

INVESEMENE BN NMINGS. ..ttt eb ettt

Miscellaneous.

Gain (L oss) on Disposal of Capital Assets..

Transfers.

Total General Revenues and Special Item

Changein NEE ASSELS.......couiiiieiiieiire ettt nn et

Net Assets-Beginnin
Net Assets-End of Y

g of the Year, as Restated
ear

The accompanying notesare an integral part of the financial statements.



Net (Expense) Revenue and Changesin Net Assets

Primary Government

Capital
Grantsand Governmental Business Type
Contributions Activities Activities Total Component Units
$ - $ (666,998,629) $ - % (666,998,629) $ -
3,970,591 (28,139,879) - (28,139,879) -
- (71,785,023) - (71,785,023) -
43,401,679 21,943,428 - 21,943,428 -
- (75,945) - (75,945) -
- 2,533,179 - 2,533,179 -
- (181,565,327) - (181,565,327) -
68,156,341 26,663,324 - 26,663,324 -
- (251,340,882) - (251,340,882) -
- (58,080,402) - (58,080,402) -
115,528,611 (1,206,846,156) - (1,206,846,156) -
- - 8,968,041 8,968,041 -
29,420,774 - (62,840,874) (62,840,874) -
4,038,816 - 29,010,946 29,010,946 -
- - (2,372,695) (2,372,695) -
299,161 - (2,758,787) (2,758,787) -
33,758,751 - (29,993,369) (29,993,369) -
$ 149,287,362 (1,206,846,156) (29,993,369) (1,236,839,525) -
$ - - - - 43,205
- - - - (31,973,053)
- - - - (51,367,901)
- - - - 4,895,921
- - - - 2,796,047
- - - - (7,563,509)
- - - - (175,575)
- - - - (1,244,667,163)
- - - - (11,636,682)
- - - - (8,893,335)
- - - - (1,784,115)
$ - - - - (1,350,326,160)
................................ 189,273,351 - 189,273,351 156,517,515
................................ 64,607,621 - 64,607,621 104,758,050
............................... 290,614,837 - 290,614,837 -
................................ 47,422,918 - 47,422,918 -
116,145,598 - 116,145,598 -
16,217,263 - 16,217,263 -
4,337,425 - 4,337,425 12,324,026
286,479,535 - 286,479,535 935,142,434
13,780,520 - 13,780,520 1,108,699
4,500,270 12,516,207 17,016,477 9,830,412
13,624,695 3,812,743 17,437,438 25,976,014
(451,750) - (451,750) -
(77,108,036) 77,108,036 - -
969,444,247 93,436,986 1,062,881,233 1,245,657,150
................................ (237,401,909) 63,443,617 (173,958,292) (104,669,010)
................................ 430,551,650 1,482,597,681 1,913,149,331 467,465,332

............................... $ 193,149,741 $ 1546,041,298 $  1,739,191,039 $ 362,796,322




City of Detroit, Michigan
BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2004

ASSETS
Cash and Cash Equivalents........ JRRTROTTOTRRRN
INVESEMENTS......oiiiiii s
Accounts and Contracts Receivable:
Duefrom Other Funds..........
Duefrom Fiduciary Funds.
Due from Component Units.
Duefrom Other Governmental Agencies.
Estimated Withheld Income Taxes Receivabl
Utility Users Taxes Receivable.............
Other RECEIVADIES.........c.cociiiieieirr e
Total Accounts and Contracts Receivable.
Allowance for Uncollectible Accounts..........
Total Accounts and Contracts Receivable - Net
Advancesto Component UNits..........cccoovruernicennnne
Land Contracts Receivable.....
Inventory-Forfeited Property......... . e
INVENEOT IS,
Prepaid Expenditures.
Property Tax Receivable, Net...........cccoouveneeee
Income Tax Assessments, Net..........ccc.......
Special AsSESSMENtS, NEL......ccvucuereirieccirreeciee s
Interest and Penalties...........cccocevne e
Working Capital Advancesto Other FUuNds...........ccoccoenniccnnneccnenn:
Restricted Assets:
Cash and Cash Equivalents....... JRSTRRTRN
Investments. .
Duefrom Other Funds..........
Total Restricted ASSELS.........oovevernrricrceeerineeerereeenes .
Other AQVANCES........ceviirieciciriiccieee e

Total ASSELS ....coviiii e

The accompanying notes are an integral part of the financial statements.

Primary Gover nment

Other
General Governmental
Fund Funds Total

15,264,299 $ 34,101,976 $ 49,366,275
19,894,600 258,583,806 278,478,406
21,530,355 9,099,438 30,629,793
4,495,129 - 4,495,129
19,818,618 28,751 19,847,369
147,674,929 38,728,387 186,403,316
26,684,072 - 26,684,072
1,267,347 - 1,267,347
27,026,133 860,766 27,886,899
248,496,583 48,717,342 297,213,925
(13,614,758) (452,744) (14,067,502)
234,881,825 48,264,598 283,146,423
- 358,205 358,205

6,224,469 - 6,224,469

- 572,568 572,568
36,543,693 441,093 36,984,786
- 127,636 127,636
15,803,134 5,730,160 21,533,294
40,250,167 - 40,250,167
1,370,579 335,844 1,706,423
5,530,000 2,000,000 7,530,000
3,557,000 - 3,557,000
1,251,069 68,110,533 69,361,602
64,620,924 - 64,620,924
22,418,119 - 22,418,119
88,290,112 68,110,533 156,400,645
5,000 - 5,000

9,014 - 9,014
467,623,892 $ 418,626,419 $ 886,250,311

10



City of Detroit, Michigan
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2004

Primary Gover nment

Other
General Governmental
Fund Funds Total
LIABILITIES
Accounts and Contracts Payable. 17,460,868 $ 35,176,838 52,637,706
DUE O Other FUNAS.......oceeiieeeiriinieieeie et 37,752,259 18,772,806 56,525,065
Dueto Fiduciary FUNdS.........ccccveeneeuneeinenienns 76,510,398 - 76,510,398
Loans and Other Advances from Other Funds.. - 997,000 997,000
Dueto Other Governmental Agencies.. 17,914,031 16,925,856 34,839,887
Dueto Component Units... . 11,957,828 - 11,957,828
Accrued Salaries and WageS.........c..cewueerieeeeeeeeineneeeisesiseessesesesesenns 23,137,821 2,138,438 25,276,259
Fringes Benefits Payable.........ccccooeurieinciricineeinesineeen 4,196,493 10,263 4,206,756
Payroll Deductions Payable...... e ———— 18,525,479 - 18,525,479
Accrued Compensated Absences..... 706,105 - 706,105
Income Tax Refunds Payable....... 11,087,702 - 11,087,702
Deposits from Vendorsand CUSLOMENS.........cvveeeevenereernineceeeneesceennes 15,761,654 2,925,607 18,687,261
Accrued Liabilities.......coeereriereeiieicirecseeseeseeeeieeein 34,254,603 9,490,011 43,744,614
Other LiahilitieS.....cceuiueeiereeireeireeieeics e 48,824,932 1,427,214 50,252,146
Liabilities Payable from Restricted Assets:
Accounts and Contracts Payable. 3,503,843 - 3,503,843
Accrued Public Liability..... . 6,148,836 - 6,148,836
Accrued Worker's Compensation Payable 2,656,180 - 2,656,180
Dueto Other FUNS.......ccccvuevreeruneerineineens 69,559 - 69,559
Other LiabilitieS......cooeveererreneenns . 690,683 - 690,683
Total Liabilities Payable from Restricted Assets. 13,069,101 - 13,069,101
DEferred REVENUE...........cuieeiireeiree e 67,248,349 12,113,460 79,361,809
Total Liabilities. ...cooeueveerieericiniereereeeeeees 398,407,623 99,977,493 498,385,116
FUND BALANCES
Reserved Fund Balance:
RESErVEd fOr INVENEONY......vuirieicicieicireeiree e 36,543,693 1,013,661 37,557,354
Reserved for Encumbrances. . 48,922,088 12,404,738 61,326,826
Reserved for Short-Term Loans and Advancesto Other Funds...... 3,557,000 - 3,557,000
Reserved for Risk Management Operations.... 35,917,561 - 35,917,561
Reserved for Motor Vehicle Operations... 39,303,450 - 39,303,450
Reserved for Endowmentsand Trusts....... 5,000 1,232,820 1,237,820
Reserved for Debt SErviCe.......ceereeerieneneeneeeneneenes - 70,466,781 70,466,781
Reserved for Capital Projects . - 159,136,549 159,136,549
Total Reserved Fund Balance s 164,248,792 244,254,549 408,503,341
Unreserved Fund Balance (Deficit):
Undesignated, Reported In:
General Fund Operations (Deficit)...... (95,032,523) - (95,032,523)
Special Revenue FuNds...........cccoceeniureeenes . . - 74,394,377 74,394,377
Total Unreserved Fund Balance (DEfiCit)........coueeeerremrecenieneneenens (95,032,523) 74,394,377 (20,638,146)
Total Fund Balances. 69,216,269 318,648,926 387,865,195
Total Liabilities, and Fund Balances... 467,623,892 $ 418,626,419 886,250,311
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City of Detroit, Michigan
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
June 30, 2004

Fund balances - total governmental funds $ 387,865,195

Amounts reported for governmental activities in the statement
of net assets are different because

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental fund

Governmental capital asset $ 2,381,753,466
Less accumulated depreciation (1,187,703,661) 1,194,049,805

Other assets used in governmental activities are not financial resources
and therefore are not reported in the governmental fund

Bond Costs 27,798,281
L ess accumul ated amortization (13,574,034 14,224,247

Receivables applicable to governmental activities are not due
and collectiblein the current period and therefore are deferred
in governmental funds 14,819,129

Long term liabilities, including bonds payable are not due and payable
in the current period and therefore are not reported in the governmental fund

Governmental long term debt payable (1,049,405,039)

Premium (24,246,370)

Loss on Advance Refunding 1,630,564

Grant Audit Amount Due to Other Governments (14,236,946)

Accrued interest payable (13,300,998)

Compensated Absences (139,764,910)

Public Liability and Workers Compensation (178,484,936) (1,417,808,635)
Net assets of governmental activities $ 193,149,741

The accompanying notes are an integral part of the financial statements.
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City of Detroit, Michigan
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

GOVERNMENTAL

For the Year Ended June 30, 2004

FUNDS

Primary Gover nment

Other
General Governmental
Fund Funds Total
REVENUES:
Taxes:
PrOPErtY TAXES.....vuiviieiiciiiciniieitieitiesti bbb $ 184,765,334 $ 64,607,621 $ 249,372,955
Municipal Income Tax....... 290,614,837 - 290,614,837
ULty USEr'S' taX....veeeieeriiiieieicieisicisieeiseiesneieneie s 50,473,815 - 50,473,815
WGB! ING TAXES.....coeureerierereireseeseseisess e sesenseens 116,145,598 - 116,145,598
Gasand WEIGNt TaX ..o sesseseees - 65,806,351 65,806,351
Other Taxesand Assessments. 12,004,503 2,906,653 14,911,156
State Hotel and Liquor Tax... - 16,217,263 16,217,263
State SNAred TAXES....cuvreeereiiseiiieitieeei et 286,479,535 - 286,479,535
Shared Taxes-Liquor and Beer Licenses...........cccce..... 528,355 - 528,355
Interest and Penalties on Taxes. . 13,969,136 - 13,969,136
Licenses, Permitsand INSpection Charges..........oveeeeeeueureeciininennesesenennenes 9,390,863 20,073,051 29,463,914
Intergovernmental:
Federal. 3,066,675 250,554,178 253,620,853
51,477,038 13,230,137 64,707,175
982,701 - 982,701
24,026,485 12,189,505 36,215,990
Sales and Charges for Services....... s 176,033,663 14,894,475 190,928,138
OrdiNANCE FINES.....uviuiiiiciiei ettt 23,433,745 4,804,153 28,237,898
Revenue from Use of Assets. 26,136,815 2,559,616 28,696,431
Earningson Investments....... 1,467,561 3,032,709 4,500,270
Other REVENUE........cvvciicriiciceeseeee e 104,070,617 20,716,987 124,787,604
TOtaAl REVENUES.......oriuireiiiieeicieeetsee et 1,375,067,276 491,592,699 1,866,659,975
EXPENDITURES:
Current:
Public Protection................ TR 704,456,041 33,874,791 738,330,832
HEAITN ... s 88,874,154 83,427,373 172,301,527
RECreation and CUILUNE.......c.vvuieeicirieeeeeree e 73,769,563 - 73,769,563
Economic Development 24,138,733 72,133,726 96,272,459
Educational Development - 95,579,152 95,579,152
Housing Supply and Conditions. 14,044,090 7,105,957 21,150,047
Physical Environment............ 232,268,536 - 232,268,536
Transportation Facilitiation....... - 49,857,971 49,857,971
Development and M anagement......... 387,713,093 - 387,713,093
Debt Service:
Principal - 81,450,470 81,450,470
- 53,075,658 53,075,658
Bond Issuance Costs. 3,367,420 2,224,008 5,591,428
Capital OULIAY.......ccevvereciricriereeees 48,930,333 113,663,461 162,593,794
Total Expenditures . . 1,577,561,963 592,392,567 2,169,954,530
Excess (Deficiency) of Revenues Over EXpenditures...........ocovveeeneecccnnns (202,494,687) (100,799,868) (303,294,555)
OTHER FINANCING SOURCES (USES):
Sour ces:
TrANSFENS TN 31,638,974 131,044,568 162,683,542
Proceeds of Capital L eases...... 24,541,150 - 24,541,150
Proceeds from Debt | ssuance. 201,725,000 145,673,138 347,398,138
Premium from Debt Issuance.... 8,160,573 10,410,102 18,570,675
Uses:
Transfers OUt.......ccvnerniernicnnennnees 138,383,434 101,408,144 239,791,578
Principal Paid to Bond Agent for Refunded Bonds. 40,880,000 79,845,000 120,725,000
Interest Paid to Bond Agent for Refunded Bonds... 523,744 2,323,938 2,847,682
Total Other Financing Sour ces (Uses) 86,278,519 103,550,726 189,829,245
SPECIAL ITEM - Casino Development Revenue. 38,250,000 - 38,250,000
Net Changein Fund Balances..... (77,966,168) 2,750,858 (75,215,310)
Fund Balance at Beginning of Year. 140,304,407 316,090,868 456,395,275
Increase (Decrease) in Inventories... 6,878,030 (192,800) 6,685,230
Fund Balance at End of Year $ 69,216,269 $ 318,648,926 $ 387,865,195
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City of Detroit, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGESIN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

June 30, 2004

Change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement
of net assets are different because

Governmental funds report capital outlays as expenditure.

However, in the statement of activities, the cost of those assets

is depreciated over their estimated useful lives

Expenditures for capital assets
Less current year depreciation

Gain on sale of capital assetsis reported in the statement of activities,
whereas in the governmental funds, the gain from the sale increases
financial resources. Thus, the change in net assets differs from the

change in fund balance by the cost of assets sold

Some revenues reported in the statement of activities do not

require the use of current financial resources and therefore are

not reported as revenues in governmental funds

Some expenditures reported in governmental funds are to be

collected on along-term basis and therefore are not reported

as expenses in the statement of activities

Inventory

Repayment of bond principal and other debt is an expenditure in the governmental
funds, but the repayment reduces long term liabilities in the statement

of net assets.

Bond and note proceeds and provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of
net assets.  The amount represents the proceeds received net of bond
issuance cost and premiums that must be amortized over the life of the bond

$

Some expenses recorded in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the governmental

funds:

Increase in Due to Other Governments - Grant Audits

Increase in accrued interest expense
Increase in accrued compensated absences

Increase in accrued public liability and workers compensation
Amortization of current year bond premium and defeasances

Amortization of current year bond cost

Change in net assets of governmental activities

The accompanying notes are an integral part of the financial statements.
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(75,215,310)
153,535,315
(75,549,376) 77,985,939
(451,750)
(36,981,496)
6,685,230
202,175,469
(384,918,535)
(14,236,946)
(2,157,061)
(4,825,206)
(7,451,900)
4,261,004
(2,271,428) (26,681,456)
(237,401,909)



City of Detroit
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGESIN FUND BALANCE — BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2004

Variance
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
REVENUES:
Taxes:
Property TaxXeS.......cccoveiieiniiniiiseseeseesre e $ 188,159,810 $ 188,159,810 $ 184,765,334 $ (3,394,476)
Municipal INCOME TaX....ccuvureereeieieirerinirieeeieeeeseseseseeeenes 311,080,000 311,080,000 290,614,837 (20,465,163)
ULIItY USEr'S TaX.oovvereeeeeeeeiieneneresesie et 55,200,000 55,200,000 50,473,815 (4,726,185)
WagEring TAXES......veueeereereristeererneseresseere s sseseseseens 110,000,000 110,000,000 116,145,598 6,145,598
Other Taxesand ASSESSMENTS.........cccccerrereeececrnmnenieenenns 11,909,513 11,909,513 12,004,503 94,990
Interest and Penalties on TaXeS........ovvveererrerereeereernnnenenas 11,000,000 11,000,000 13,969,136 2,969,136
Total Taxes, Assessments, Interest and Penalties..... 687,349,323 687,349,323 667,973,223 (19,376,100)
Licenses, Permitsand Inspection Char ges:
Business Licenses. 1,330,000 1,330,000 1,913,369 583,369
PO MITS.. .o 1,535,000 1,535,000 1,331,395 (203,605)
Inspection Char ges. 8,588,313 8,588,313 6,066,829 (2,521,484)
Other LICENSES.....coiieiieerieesie e 95,364 95,364 79,270 (16,094)
Total Licenses, Permitsand I nspection Charges...... 11,548,677 11,548,677 9,390,863 (2,157,814)
Shared Taxes:
Liquor and Beer LiCeNSe.......covevererrereiericrernnesesecrersenens 545,000 545,000 528,355 (16,645)
SALE SNATEA TAXew.ueireveeesseeeeeeessseeeeseesssessessssssseseesssssenns 311,494,672 311,494,672 286,479,535 (25,015,137)
Total Shared TaXEeS......cocevveernieriseesee s 312,039,672 312,039,672 287,007,890 (25,031,782)
Intergover nmental:
FeAEral ... 8,023,229 31,598,379 3,066,675 (28,531,704)
S LSS 57,164,548 112,033,054 51,477,038 (60,556,016)
State EqUItY Grant.......ooeeeerneiereneeseereneneesenenns 2,339,600 2,339,600 982,701 (1,356,899)
Other GrantS.......cooveecereiniiceersreeseeses e 3,340,190 42,601,598 24,026,485 (18,575,113)
Total GrantsS......cccvveeceeieneecee e 70,867,567 188,572,631 79,552,899 (209,019,732)
Sales and Chargesfor Services:
Maintenance and ConStrUCLiON.........coeeuerererirererieieeeeenens 1,414,540 1,414,540 216,634 (1,197,906)
Other Labor and Materials........ccoooveeeennnencceennneenes 215,000 215,000 5,081 (209,919)
ELECLIICAL.....cviveiicccte s 47,190,000 47,190,000 44,471,502 (2,718,498)
SEEAM. ...ttt 630,900 630,900 772,045 141,145
Sanitation Charges. 778,600 778,600 573,071 (205,529)
Recreation Fees....... . 6,686,980 6,457,814 4,982,591 (1,475,223)
Collection Fees. 5,607,000 5,637,000 3,452,267 (2,184,733)
Oher FEES......eiiveiiecee s 35,087,402 35,201,289 37,901,639 2,700,350
Per sonal Services. 64,046,761 63,725,305 58,519,619 (5,205,686)
Other Departmental Sales...........ccoeerrrereeernnneneceennns 36,674,387 39,846,823 25,139,214 (14,707,609)
Total Salesand Chargesfor Services.........cocoeeeenne 198,331,570 201,097,271 176,033,663 (25,063,608)
OrdiNanCe FiNES.......ccoeiiiiirieisee ettt 25,975,517 25,975,517 23,433,745 (2,541,772)
Revenue from Use of Assets:
Earnings on INVEStMENtS...........ccceeerenreneneeecceenieeseeeens 2,643,000 2,608,685 1,467,561 (1,141,124)
Real Estate Rentals.........ccooveivieenneniseeseesieesee s 7,859,939 7,859,939 6,693,751 (1,166,188)
CONCESSIONS.....viniiiniieisieiesiee et seeseseeseseesesessesesse e ssens 4,784,804 4,784,804 3,282,317 (1,502,487)
Sale of Real Property.......cccccevenne 13,534,041 13,534,041 16,160,747 2,626,706
Total Revenue from Use of Assets... 28,821,784 28,787,469 27,604,376 (1,183,093)
Other Revenue..........coevvvevivieceiieenns . 156,390,554 102,240,592 104,070,617 1,830,025
Total REVENUES.......cccoveiieiiieiesieieese e 1,491,324,664 1,557,611,152 1,375,067,276 (182,543,876)
(Continued)
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City of Detroit
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGESIN FUND BALANCE — BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2004

Variance
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
EXPENDITURES:
Public Protection:
ConsUMEr AffairS....ccceeirireeeeeeeerere e 1,661,811 1,661,811 1,331,712 330,099
Bl et e 182,245,549 184,545,119 182,240,815 2,304,304
HUMaN RIghES......cviiiveecereee s 2,474,211 2,518,211 2,248,191 270,020
OMbBbUASMAN........cocvcveveiiiecee e 1,566,079 1,566,079 1,498,440 67,639
Parking Enfor cement..........ccccovovvvvvnneennennesnseeeens 9,720,356 9,720,356 9,086,959 633,397
Police.... 434,999,479 485,977,121 462,645,107 23,332,014
36th DIStrict COUIt......cevreiiririririsie e 47,044,713 47,086,545 45,404,817 1,681,728
679,712,198 733,075,242 704,456,041 28,619,201
99,789,054 144,200,497 88,874,154 55,326,343
642,975 642,975 643,544 (569)
1,884,807 2,423,026 1,649,883 773,143
3,449,789 3,451,213 3,525,076 (73,863)
54,779,568 66,265,568 53,550,033 12,715,535
1,190,399 2,026,146 1,012,608 1,013,538
14,855,382 15,361,382 13,388,419 1,972,963
Total Recreation and Culture..... 76,802,920 90,170,310 73,769,563 16,400,747
Economic Development — Civic Center.........ccceveenerenenn, 26,845,141 26,830,829 24,138,733 2,692,096
Housing Supply and Conditions:
Planning and Development..........cccceeurreneneeeneeenenenenes 11,569,597 23,510,673 14,044,090 9,466,583
Total Housing Supply and Conditions. 11,569,597 23,510,673 14,044,090 9,466,583
Physical Environment:
Environmental AffairS.......cccooeoevveveeeenenenrseeeeene 3,196,285 3,821,251 2,722,564 1,098,687
PUBlIiC Lighting....cceueeeereeieieirrrireeieie s 68,222,263 68,194,879 61,493,752 6,701,127
Public Works 178,109,675 178,014,280 168,052,220 9,962,060
Total Physical Environment..........cccoeeennincnennnnne 249,528,223 250,030,410 232,268,536 17,761,874
Development and Management:
AUdItor GENEral.......cceeeiieieeeeeeeeeee e 3,462,645 3,377,646 2,648,510 729,136
BUAGEL ...ttt 3,403,140 3,418,432 3,138,420 280,012
CHtY ClON K ee et 4,630,024 4,619,024 4,155,691 463,333
City CounCil.....ccccevvveververceennes 20,853,258 20,848,683 13,969,551 6,879,132
Communications & Creative SErvices.........coceeeeeueennen. 2,285,760 2,198,030 2,031,734 166,296
EIECLION v 8,691,046 8,726,046 6,088,909 2,637,137
FINANCE....cucuiieeeeeeeee e 50,381,667 50,168,111 41,674,999 8,493,112
L AW ettt 32,582,259 32,844,657 28,497,965 4,346,692
MayOr'S OFffiCe....cceiueeirirrereee e 11,456,278 11,716,401 9,979,579 1,736,822
HUM@N RESOUICES.......cveeeeeeieieeririsieie e seseseseseeesnenens 30,540,945 30,540,945 26,258,463 4,282,482
Information Technology Services..........cccovveeecnenene. 35,938,416 38,499,538 26,798,893 11,700,645
Zoning AppealsS Board..........coeeeeeenineneneeneeeeneneseeeeens 1,057,476 1,057,476 892,449 165,027
Employment & Training..........coceeeeennneneeeceneneneseeeens 2,944 606,339 5,951 600,388
HUM@N SEIVICES. ..ot 6,482,136 9,419,930 5,640,332 3,779,598
Non Departmental..........ccocoeereerrereneene 214,103,228 275,785,407 215,931,647 59,853,760
Total Development and Management.................... 425,871,222 493,826,665 387,713,093 106,113,572
Capital OULIAY.......ceurerereecieirerereee s 75,185,951 87,117,421 48,930,333 38,187,088

(Continued)
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City of Detroit
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGESIN FUND BALANCE — BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended June 30, 2004

Variance
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Debt Service:
BoNnd 1SSUANCE COSLS.....c.vvieiieieieieineresesieieieenee s 24,000 721,336 3,367,420 (2,646,084)
Total Debt SErVICE........ccveveeiiiccee e 24,000 721,336 3,367,420 (2,646,084)
Total EXPenditures.........cccevevrevereneeieeeeneneseseennens 1,645,328,307 1,849,483,383 1,577,561,963 271,921,420
Excess (Deficiency) of Revenues Over Expenditures........... (154,003,643) (291,872,231) (202,494,687) 89,377,544
OTHER FINANCING SOURCES (USES):
Sour ces:
TranNSfEr SN e 35,454,845 114,689,313 31,638,974 (83,050,339)
Proceeds of Capital LEaSES........ccocveeueererereneneeieieisereeneens 24,541,150 24,541,150 24,541,150 -
Premium from Debt 1SSUANCE.......ccovvvreeeeeeeirireeeieieenne 8,160,573 8,160,573 8,160,573 -
Proceeds from Debt ISsuance.........cccoeevveveveevcrcveverceeennns 90,698,995 167,265,006 201,725,000 34,459,994
Total Other Financing SOUrCES.........covvvevereereeennenens 158,855,563 314,656,042 266,065,697 (48,590,345)
Uses:
TranSfFErSOUL....cuviiirreee s 108,522,123 126,454,014 138,383,434 (11,929,420)
Principal Paid to Bond Agent for Refunded Bonds........ 12,280,225 12,280,225 40,880,000 (28,599,775)
Interest Paid to Bond Agent for Refunded Bonds.......... 523,744 523,744 523,744 -
Total Other Financing USeS..........occueueererenecieininenens 121,326,092 139,257,983 179,787,178 (40,529,195)
Total Other Financing Sourcesand USes.........c.cccue.e. 37,529,471 175,398,059 86,278,519 (89,119,540)
SPECIAL ITEM - Casino Development Revenue... 38,250,000 38,250,000 38,250,000 -
Net Changein Fund Balance.................... (78,224,172) (78,224,172) (77,966,168) 258,004
Fund Balance at Beginning of Year ... 78,224,172 78,224,172 140,304,407 62,080,235
Increase (Decrease) in INVENLOries ........ccovvvvrreercveeeneninenenns - - 6,878,030 6,878,030
Fund Balanceat ENd Of YEar.......ccccoevvvveveeeeeiennrseeeenns $ - % - % 69,216,269 $ 69,216,269

The accompanying notes are an integral part of thefinancial statements.
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City of Detroit, Michigan
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2004

ASSETS

Current Assets:

Cash and Cash EQUIVAIENTS........c.ciriicieeiei et
Investments.
Accounts and Contracts Receivable:
DUE From Other FUNGS.......cccirieiiieieceses ettt sttt
Due from Other Gover nmental AGENCIES.......c.ciueireireirinieesieesee e
Other Receivables- Trade.........ccccoevvevrinene.
Total Accountsand Contracts Receivable.
Allowance for Uncollectible Accounts................. .
Total Accountsand Contracts Receivable - Net..........cccveiriinnecnncnccsecsees
INVENEOI ISttt ettt ettt ettt s st bbbt e b et e e b e se b be s b ebese b et be e ebe e b enennenas
Prepaid Expenses
Restricted Cash and Cash EQUIVAIANES..........cccvieiirieininieise e
Restricted Investments. .
Restricted DUe from Other FUNGS.........cooiiiirieieecesee et
TOtal CUMTENE ASSELS....ccviiiieiirieii ettt bbbttt

Noncurrent Assets:
Restricted:

TNVESEMENES. ...t r e e s e e e e e e e e e e e e
Capital Assets:

Land [ MPrOVEMENES.......ciieiiieieiieieieeie ettt ettt b e ettt e et sesbese b se s eseneann
Buildings and Structures
Water and Sewer Lines......
Equipment, Machinery, and Fixtures.
VENICIES AN BUSES........vviiiiiitiie ettt bbbttt
COoNStruCtion WOrK in ProgreSS........c.cveeirieinisieisieisieesieesessees e sne e ssesennne

TOtal CapPital ASSELS......ceeeeriiiieiiteisieteseste ettt sttt se et e st e e s be e sbebeseebennesenens
Less: Accumulated DEPreCiation.........cccoeeriieirieirieinieeesee st

Net Capital Assets................ .

Total NON-CUMTENt ASSELS.......ciiiirireiriiee et

Other Assets:
BONA I SSUANCE COSES.....viuveviriiesieieiisieiesesiet sttt sttt et saebe e b e e et e e s ese s e ba e eseseesesessesanes

Total Noncurrent Assets... .
TOLAI ASSELS.....eeuiieiiietece ettt b e bttt e et e et e se s e b et e s et et e s et e be e e ket ke Rt e bR ne bt et e e rens

(Continued)
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Sewage
Disposal Transportation
Fund Fund

- $ 2,367,033

40,242,687 1,643,586
40,413,894 236,405

- 20,485,453

190,767,579 707,656
231,181,473 21,429,514
(42,901,655) (44,290)
188,279,818 21,385,224
10,890,503 9,897,618
5,880 -
31,905,215 -
349,717,460 -
20,688,810 -
641,730,373 35,293,461
261,766,757 -
13,876,751 4,114,574
891,488,855 65,498,463
532,455,750 -
572,095,371 48,489,640

- 148,970,549
1,203,738,078 4,699,876
3,213,654,805 271,773,102
(637,571,035) (141,287,061)
2,576,083,770 130,486,041
2,837,850,527 130,486,041
31,105,792 -

- 650,000
2,868,956,319 131,136,041
3,510,686,692 166,429,502




Enterprise Funds

Automobile
Water Parking Non-M ajor

Fund Fund Funds Total
$ 3,811,324 1,226,170 772417 % 8,176,944
13,491,812 20,063 - 55,398,148
30,044,331 779,598 1,037,750 72,511,978
- - 9,424 20,494,877
94,940,116 1,097,789 831,061 288,344,201
124,984,447 1,877,387 1,878,235 381,351,056
(30,237,264) - (385,482) (73,568,691)
94,747,183 1,877,387 1,492,753 307,782,365
6,832,006 - - 27,620,127
106,819 119,295 88,693 320,687
21,717,159 - - 53,622,374
273,615,422 203,360 - 623,536,242
19,027,664 - - 39,716,474
433,349,389 3,446,275 2,353,863 1,116,173,361
22,769,343 35,674,087 - 320,210,187
6,527,438 7,014,114 5,169,374 36,702,251
96,834,157 214,908 8,020,718 105,069,783
453,406,152 199,088,852 5,272,287 1,614,754,609
689,057,547 - - 1,221,513,297
492,782,490 2,339,955 1,729,317 1,117,436,773
- - 1,482,115 150,452,664
679,745,387 5,858,056 - 1,894,041,397
2,418,353,171 214,515,885 21,673,811 6,139,970,774
(647,652,745) (107,900,645) (12,104,762) (1,546,516,248)
1,770,700,426 106,615,240 9,569,049 4,593,454,526
1,793,469,769 142,289,327 9,569,049 4,913,664,713
27,605,624 - - 58,711,416
- 517,430 - 1,167,430
1,821,075,393 142,806,757 9,569,049 4,973,543,559
2,254,424,782 146,253,032 11,922,912 6,089,716,920
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City of Detroit, Michigan
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2004 (Continued)

LIABILITIESAND NET ASSETS

Liabilities:
Current Liabilities:

BOOK Cash OVEIAraft .......oueveueeiiiiiiiiieseece et
Accounts and Contracts Payable...........couviiieiriiieceess s
DUE O OLNEr FUNGS. ...ttt
DUE O FIdUCIArY FUNGS. ..ottt
DUE tO COMPONENT UNIES.....cuiuieiiieieiieieiisie ettt st st e st e s sesenan
REfUNAADIE DEPOSIES....c.vcviuiieniieiirieiiree ettt
Accrued SalarieS AN WAQES..........coviriiirieerieieieieesie ettt st ss e sae st ssntenes
Accrued Compensated ADSENCES.........ccoviriiriieirieinee sttt
Accrued Public Liability and Workers Compensation...........ccocoereerenieeneseenesienesienennens
Other Liabilities.............
Bonds and NOtES PayabIe .........cccccviieirieirieisise st sbne
Accrued Interest on Bonds and Notes Payable..........c.cocovveiriiiiieinneninccsseesee s
Restricted Accountsand Contracts Payable...........cccoccvviiniiinieeneeees s
Restricted Dueto Other FUNAS.........covoiiiiiiieceeeee s
Restricted Other Liabilities... .
Deferred REVENUE........c.oiiiiceccc e

Total CUrrent Liabilities. . ..o

Noncurrent Liabilities:

Bonds and NOteS Payable..........ccociriiiiiiiiincie e

Unamortized Discount and Gain on DEfEaSANCES...........coouvueerieerieeinieenesieesiee s
Bonds and NoOtes Payable - NEL..........ccoiiiiiinieieeese s
Deferred Swap TerMiNation FEES........ccoiiiiiiiieineersesese et ssenen
Accrued Compensated ADSENCES..........couiiirieiriiiiirieise ettt
Accrued Public Liability and Workers' Compensation............cocecvreereerenereniseneseeeseseeens
Advance From Other FUNGS.......c.coeiiiiiieieecsesiee ettt

Total Noncurrent Liabilities.. .

TOtal LiADIITIES .vvueiveeiieieicecc bbb

Net Assets:
Invested in Capital Assets, Net of Related Debt.........ccoveeirciriieiceeeeee e
Restricted for Debt Service........cocooevveivrennnns
Unrestricted (Deficit)........ .
TOtAI NEBE ASSELS. ...ttt bbbttt bbbt a s e ene s

The accompanying notes are an integral part of thefinancial statements.
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Sewage
Disposal Transportation
Fund Fund
134,189 -
13,928,353 14,478,990
31,637,856 15,350,255
3,037,250 4,367,232
- 5,526,824
1,455,830 2,778,992
6,051,544 2,984,129
1,181,346 709,620
9,738,648 -
44,825,000 -
25,691,034 -
78,922,676 -
5,207,146 -
- 117,630
221,810,872 46,313,672
2,330,327,599 -
(8,476,974) -
2,321,850,625 -
14,056,137 -
6,106,719 746,032
4,025,338 2,838,480
2,346,038,819 3,584,512
2,567,849,691 49,898,184
610,829,187 130,486,041
130,303,233 -
201,704,581 (13,954,723)
942,837,001 $ 116,531,318




Enterprise Funds

Automobile
Water Parking Non-M ajor
Fund Fund Funds Total

- - - 134,189
19,127,419 1,672,280 176,652 49,383,694
47,587,676 1,032,376 490,730 96,098,893
1,580,632 467,162 19,518 9,471,794
- - - 5,526,824
- - 93,067 93,067
1,817,697 - 25,882 6,078,401
9,984,576 199,469 171,351 19,391,069
4,756,519 - 10,933 6,658,418
3,068,993 - 213,553 13,021,194
22,440,000 6,255,000 - 73,520,000
32,246,376 2,222,674 - 60,160,084
31,321,660 - 80,000 110,324,336
7,375,701 - - 12,582,847
621,531 - - 621,531
- - 4,701 122,331
181,928,780 11,848,961 1,286,387 463,188,672
1,690,995,000 60,845,000 - 4,082,167,599
(59,570,404) 1,808,213 - (66,239,165)
1,631,424,596 62,653,213 - 4,015,928,434
16,943,863 - - 31,000,000
5,604,945 247,624 295,927 13,001,247
11,021,735 - 111,716 17,997,269
- 2,560,000 - 2,560,000
1,664,995,139 65,460,837 407,643 4,080,486,950
1,846,923,919 77,309,798 1,694,030 4,543,675,622
237,151,776 75,382,312 9,569,049 1,063,418,365
68,734,107 - - 199,037,340
101,614,980 (6,439,078) 659,833 283,585,593
$ 407,500,863 68,943234 % 10,228,882 1,546,041,298
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City of Detroit, Michigan

STATEMENT OF REVENUES, EXPENSES AND CHANGESIN FUND NET ASSETS

PROPRIETARY FUNDS
For the Year Ended June 30, 2004

Operating Revenues:
Sales and Char geSfOr SEIVICES......coiiiiieiiii et sttt bt e e e
Rentals, FEES AN SUIChargeS........coviveiiiirieiiee sttt
MISCEITANEOUS. ...ttt er et b bt n e b e nn e e s e nnenene
Total OPErating REVENUES..........coeieirieieesieretesie ettt se et e nesseneene

Operating Expenses:

Salaries, Wages and BeNEfits...... oot
CONEFACTUAl SEIVICES......cviiiiiieiiteiei ettt s ettt b bbbt en et
(O] 0= 1] Lo [OOSR
RePairs and MaiNtENANCE. .......cceiiirieieerieeee ettt sttt ae e s saeneenens
Materials, Supplies and Other EXPENSES........cocuiiiirieieie ettt e e
Depreciation @and AMOrtiZALION........cccvviiiireieereee et ne e e erenean

Total OPErating EXPENSES......c.ciieieeiieieie et te ettt e sbe st beseeseasbe s e s e ee saaeeeneaans
Total Operating INCOME (L OSS)......ccueiririeriierieirienieesieee et seeesae et sae e stenesseseeneesesaenessensens

Non-Operating Revenues (Expenses):

Earnings 0N I NVESEMIENTS.......c.oiiiiiiiieceie ettt b e bttt e st e et s e e eesbesaeaneas
GraNtSFEAEIAL......c.ciiiriiite ettt
CONETTDULIONS. ...ttt b e r et r e et e s e e n e s
Revenue from INterest RAtE SWaAP......ccoceiiireiririeisieneee ettt e e e reeeenen
Interest on Bonds and NOteS Payable...........ccooiiiiiiiiiiie e e e eee e s
Gain ON DiSPOSAl OF ASSELS......eveuiriirieictirieie sttt sttt r st ebe e b b ebe st e e sseneenes
OthEr REVENUE......c.eceiiic ettt b et nn e e b nn e e s e nnenne
OLNEr EXPENSES.....ccuiitiienieiisiesie sttt ettt ettt se st st se et st et et e st et ese st e e e st sbensenenaeseeneenens

Total Non-Operating ReVENUES (EXPENSES)......coiiuiiirieriesieriesiee e

Net Income (L oss) Before Contributionsand Transfers.........ooriiinene s
Capital CONTITDULIONS........ciiiieiee ettt e et s a e e s ae e nesee e
LI =TS = T 1 o TSR PSR PSORP

INcrease (DeCrease) iN NEL ASSELS.......coiciriieiri ettt ae bt sae e sreneene

Net Assets- Beginning of Year, aS REStAtEd........cccoiiiiiiiiiiiiee e e
NEt ASSELS - ENG OF YBAN 1..viiiiiciii et

The accompanying notesare an integral part of the financial statements.
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Sewage
Disposal Transportation
Fund Fund

$ 312,798,177 $ 24,712,839
3,155,337 -
3,856,227 -
319,809,741 24,712,839
45,861,755 123,721,317

- 24,875,402

121,556,006 -
15,566,222 -

- 43,588,697

50,085,670 14,397,301
233,069,653 206,582,717
86,740,088 (181,869,878)
8,017,586 49,744

- 23,160,885

- 66,184,533

(59,629,554) -

- 2,609,933

(4,699,023) -
(56,310,991) 92,005,095
30,429,097 (89,864,783)

- 29,420,774

- 74,318,857

30,429,097 13,874,848
912,407,904 102,656,470
$ 942,837,001 $ 116,531,318




Enterprise Funds

Automobile
Water Parking Non-Major

Fund Fund Funds Total
251,697,368 - 71,677 589,280,061
- 19,478,139 894,513 23,527,989
3,719,815 - 6,469 7,582,511
255,417,183 19,478,139 972,659 620,390,561
42,072,318 2,283,524 1,697,545 215,636,459
- 3,604,361 - 28,479,763
107,890,191 3,917,705 693,491 234,057,393
- 2,246,365 160,486 17,973,073
2,599,262 242,808 857,384 47,288,151
38,853,740 5,901,177 621,701 109,859,589
191,415,511 18,195,940 4,030,607 653,294,428
64,001,672 1,282,199 (3,057,948) (32,903,867)
4,223,627 225,250 - 12,516,207
- - 299,161 23,460,046
- - - 66,184,533
- 163,099 - 163,099
(52,210,199) (3,794,906) - (115,634,659)
- 140,012 - 140,012
1,039,710 - - 3,649,643
- - - (4,699,023)
(46,946,862) (3,266,545) 299,161 (14,220,142)
17,054,810 (1,984,346) (2,758,787) (47,124,009)
4,038,816 - - 33,459,590
- - 2,789,179 77,108,036
21,093,626 (1,984,346) 30,392 63,443,617
386,407,237 70,927,580 10,198,490 1,482,597,681
407,500,863 68,943,234 10,228,882 1,546,041,298
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City of Detroit, Michigan
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2004

Cash Flows from Operations:
Receipts from Customers
AdVaNCeS fr oM Other FUNAS.........ouoiiciciriccceie s
Repayments from Other Funds...
Repaymentsto Other Funds....
Deposits Refunded to Customers. .
PayMENESTO SUPPIIEr S. vttt ettt s e ee
PaymMentSto EMPIOYEES........ccv ittt

Net Cash Provided by (Used in) Operating ACtiVItieS.........cocceeeirirneneeerenensseeeeeeens

Cash Flows from Non-Capital Financing Activities:
GrantsandContributions from Other GOVErNMENTES.........ccccirrirreriieieeiee e
Transfersfrom Other FUNGS.........ccciiicce ettt
Net Cash Provided by Non-Capital Financing ACtiVities..........coeeueveininrnnieccceseseeee

Cash Flowsfrom Capital and Related Financing Activities:
Capital CONIIDULIONS.....cecveieieieiieieieeee ettt ettt a et esesenenens
Acquisition and Construction of Capital ASSELS.........cceueuiririrririeeeeerre e
Proceeds from Bond and Note I ssuances.............
Unamortized Discount and Bond | ssuance Cost.
Principal Paid on Bondsand Notes................... .
Interest Paid 0N BONAS - NEL........c.ciiiiiieieic ettt
Principal Paid on REFUNAE DEDL...........ceiuiiiirireieeieeeriresee et
Amount received through Swap Agreement Debt..
Swap Termination Fees.........ccovvninrrreeeninnens .
OLNEN RECEIPES. ...ttt bbbttt b bttt b b bttt bbb bt
Net Cash Provided by (Used in) Capital and Related
FINANCING ACHIVITIES. .. vttt

Cash Flowsfrom Investing Activities:
Proceeds (L osses) from Salesand Maturities of Investments, Net........ccccooevvrrreeeeiereninseeeeeens
INterest on INVESEMENT SECUITIES......c.ciiiirirerieieicici ettt
Net Cash Provided by (Used in) INvesting ACHIVItIES.......coeeeerirrreeeeeeeee s

Net Increase (Decrease) in Cash and Cash EqUIValeNts...........ovveeeeiinenensisieeeeeeenes
Cash and Cash Equivalents at Beginning of Year, as ReStated............ccovrririeiennnnseeeeesesessienn
Cash and Cash Equivalentsat ENd Of Y& ........ccceeirirririeeeeres et

(Continued)

The accompanying notesare an integral part of the financial statements.
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Sewage
Disposal Transportation
Fund Fund
$ 323241563 $ 26,602,717
(3,467,351) -
(109,592,661) (65,848,176)
(43,049,784) (123,418,065)
167,131,767 (162,663,524)
- 91,955,351
- 79,814,654
- 171,770,005
- 23,944,107
(354,410,519) (29,433,117)
208,532,328 -
2,644,404 -
(38,745,000) -
(113,346,957) -
(103,845,000) -
14,056,137 -
410,035 -
(384,704,572) (5,489,010)
195,891,333 (1,369,744)
8,017,587 49,744
203,908,920 (1,320,000)
(13,663,885) 2,297,471
45,434,911 69,562
$ 31,771,026 $ 2,367,033




Enterprise Funds

Automobile
Water Parking Non-M ajor
Fund Fund Funds Total
$ 248883564 $ 19,788,804 $ 886,368 $ 619,403,016
- 1,310,000 - 1,310,000
- (447,077) - (447,077)
(30,515,991) (523,276) (59,045) (34,565,663)
- - 2,811 2,811
(109,534,716) (10,132,891) (1,344,144) (296,452,588)
(38,181,938) (2,117,261) (1,534,665) (208,301,713)
70,650,919 7,878,299 (2,048,675 80,948,786
- - 289,737 92,245,088
- - 3,078,916 82,893,570
- - 3,368,653 175,138,658
4,038,816 - - 27,982,923
(149,715,214) (892,957) - (534,451,807)
226,410,000 - - 434,942,328
4,725,892 314,649 - 7,684,945
(19,740,000) (6,215,000) - (64,700,000)
(80,728,302) (3,811,036) - (197,886,295)
(226,410,000) - - (330,255,000)
- 4,077,469 - 4,077,469
16,943,863 - - 31,000,000
1,039,710 - - 1,449,745
(223,435,235) (6,526,875) - (620,155,692)
125,994,982 (981,439) - 319,535,132
4,223,627 225,250 - 12,516,208
130,218,609 (756,189) - 332,051,340
(22,565,707) 595,235 1,319,978 (32,016,908)
48,094,190 630,935 203,160 94,432,758
$ 25528483 $ 1226170 $ 1523138 $ 62,415,850
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City of Detroit, Michigan
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS (Continued)
For the Year Ended June 30, 2004

Reconciliation of Operating Income (L 0ss) to Net Cash Provided by (Used in)
Operating Activities:

Operating Income (L 0ss)

Adjustmentsto Operating I ncome (L 0ss):

Depreciation and AMOFtiZALION .........oeueveeeiininrr e

Allowance for Uncollectible Accounts

Late Chargesand Other, NEL.........c.ccriececcr e

Changesin Assetsand Liabilities:
Other Receivables- Trade........ccoeeveinieeneseieseeseesee s

INVENTOMIES......ouiiiii i
Prepaid EXPENSES. ...ttt et et ettt

Accounts Receivable Expenses
Duefrom Other Funds................
Accounts and Contracts Payable....

DUETO Other FUNAS.....ciiiiie et e et e
DUE t0 COMPONENT UNIES.....ooveieieieieiiieieieieiee et esssestesen e e 1 ee neeannens

Dueto Governmental Agencies...
Other Liabilities...........ccccevuunee
Accrued Compensated ADSENCES........c.cceevrerereeeenennes

Accrued Public Liability and Worker Compensation..........ccccovvvveeeenenenenennnns
Advances from Other FUNAS...........cooiiiieiieeeeeee e e eeeees

Refundable Deposits.............
Prepaid Revenue.....

Accrued Salaries anNd WAgES........cccoveirrirrieieieieninesesesieiese e ssesesesessssns

Net Cash Provided by (Used in) Operating ACtiVities..........ccccoevrrrreecicnnnnseecene

The accompanying notes are an integral part of the financial statements.
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Sewage
Disposal Transportation
Fund Fund
86,740,088 $ (181,869,878)
50,085,670 14,397,301
5,237,411 (7,580)
(6,468,196) -
(10,074,723) 1,889,878
3,365,569 1,655,682
29,477,360 -
5,412,445 1,062,881
(3,467,351) (1,728,671)
- 880,571
4,041,931 -
- (117,814)
2,524,033 753,040
257,530 421,066
167,131,767 $ (162,663,524)




Enterprise Funds

Automobile
Water Parking Non-M ajor
Fund Fund Funds Total

$ 64,001,672 $ 1282199 $ - $ (29,845,919)
38,853,740 5,901,177 - 109,237,888
- - - 5,229,831
- - - (6,468,196)
(9,800,681) - - (17,985,527)
622,369 - - 5,643,620
428,602 (201,720) - 29,704,242

- 310,665 - 310,665
(30,515,991) (447,077) 2,811 (30,960,257)
3,912,059 80,068 72 10,467,525
- (523,276) - (5,719,298)

- - - 880,571

- - - 4,041,931
- 166,263 (2,048,675) (2,000,226)

2,922,120 - - 6,199,193

- 1,310,000 - 1,310,000

227,029 - - 905,625

$ 70650919 $ 7,878299 $ (2,045792) $ 80,951,669
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City of Detroit, Michigan
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
June 30, 2004

Pension and
Other Employee
Benefit Funds Agency Funds Total
ASSETS
Cash and Cash Equivalents..... $ 7,972,268 $ 2,398,727 $ 10,370,995
Investments at Fair Value:
ShOrt-TErM INVESIMENTS......ouiiriiieiereicee et 153,642,872 - 153,642,872
Commercial Paper 4,964,125 - 4,964,125
U. S. Government Obligations... 75,727 - 75,727
Bonds and Stocks. 4,133,187,361 - 4,133,187,361
M ortgage-Backed Securities. 152,535,435 - 152,535,435
Mortgage and Construction L oans. 243,145,421 - 243,145,421
Equity Interest in Real Estate.............. 166,362,111 - 166,362,111
Real Estate Investment TrustsHeld by Custodian.. 28,522,443 - 28,522,443
Pooled Investments...... 472,759,003 7,108,506 479,867,509
Private Placements. 302,152,022 - 302,152,022
Total Investments. 5,657,346,520 7,108,506 5,664,455,026
Accrued Interest Receivable.... 25,454,111 - 25,454,111
Accounts Receivable:
Due from Primary GOVEr NMENT.........cceirereriiieessese s sssesssseenes 85,796,911 185,281 85,982,192
Due from Component Units. 1,760,431 - 1,760,431
Other Receivables................ 100,600,019 - 100,600,019
Total Accounts Receivable..... 188,157,361 185,281 188,342,642
Cash and Investments Held as Collateral for SecuitiesLending .. 889,804,447 - 889,804,447
Other Assets. 1,138,284 - 1,138,284
TOtAl ASSEES.....coiiiiierciee et 6,769,872,991 9,692,514 6,779,565,505
LIABILITIES AND NET ASSETS
Liabilities:
Accountsand Contracts Payable...... 12,104,309 1,758,815 13,863,124
DuetoBroker........cccoveuvvennee 133,277,124 - 133,277,124
Benefitsand Claims Payable.. 12,147,545 - 12,147,545
Dueto Primary Government. 4,377,914 117,215 4,495,129
Due to COMPONENT UNILS.....c.cuiriririririiiisesese s 787,815 - 787,815
Amount Dueto Broker for Secuities Lending... 889,804,447 - 889,804,447
Other Liabilities 29,245,952 7,816,484 37,062,436
Total LidbilitiES. ... 1,081,745,106 9,692,514 1,091,437,620
Net Assets:
Net AssetsHeld in Trust for Pension and Employee Benefits.... $ 5,688,127,885 $ - $ 5,688,127,885

(An unaudited Schedule of Employer Contributionsand Funding Progressis presented on page 82)

The accompanying notes are an integral part of the financial statements.
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City of Detroit, Michigan
STATEMENT OF CHANGESIN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
For the Year Ended June 30, 2004

Pension
and Other
Employee
Benefit
Funds
ADDITIONS:
EMPloyer ContribULIONS......ccccueiiiiicecce ettt sttt se b e ena, $ 418,018,244
Plan Member ContribBULIONS..........cciiiiiiiice ettt st e sbe e re e e reens 57,700,769
(@4 g 1< W g [0 1 (LTRSS 16,145,774
Total CONEIIDULIONS.......oiiiiciicecce et s s et e st e e te st e e tesaeesbeesesaeessesseesesnnanrenns 491,864,787
TNVESEIMENT GAIN ... ettt e et e e e e e et e e eeeeseaaaeeeeseessssaeeesessaaaseseeeesssssassaesseassseneeassssnnns 754,857,358
LI €= U 2o [0 [ 4 o] 1RSSR 1,246,722,145
DEDUCTIONS:
Pension and ANNUItY BENEFITS.........ooiiiieeee e 357,303,189
Premiumsto Insurersand Damage ClaimS.........couvireiiniiiinieniencse st 275,675,854
BENESITS. ...ttt ettt e et e et e eeeteete et e te et e eaeeateenteeteenteeneeateeneeeneenns 2,855,837
=0T o £ 145,422,902
General and AdMINISEratiVE EXPENSES.......coiiiieiieieieseeseseesiesteeee e eee e eeesaesseestesneesaesseensesneensenns 7,590,116
QLI €= U D<o 11 ox 41 F= PSR URSPR 788,847,898
INEL INCE BASE...... ettt ettt te e et e e et eete et e ete e teeseeeteeteeseesteenseeseeeseeseeeseenseessesseensesseensesnenaseans 457,874,247
Net AssetsHeld in Trust for Pension and Employee Benefits, Beginning of Year.........cccoceevevienenns 5,230,253,638
Net AssetsHeld in Trust for Pension and Employee Benefits, End of Year.......c.ccocoovvrennininiencnnns $ 5,688,127,885

The accompanying notes are an integral part of the financial statements.

29



City of Detroit, Michigan
STATEMENT OF NET ASSETS
COMPONENT UNITS

June 30, 2004
L ocal Museum of
Brownfield Detroit Downtown Economic Detroit Development African
Redevelopment Public Development Development Housing Finance American
Authority Library Authority Corporation Commission Authority History
ASSETS:
Cash and Cash Equivalents. $ 125,218 68321 $ 1428134 $ 3,170,197 $ 5,239,526 5,358 $ 1,037,167
Escrow Deposits-Cash - - 109,884 48,262,665 4,072,135 - -
Investments, including Accrued Interest..........ocveuvinicciniccininicnns - 3,922,184 118,437,981 18,777,406 - - 426,082
Accounts and Contracts Receivable:
Due from Primary Government - 10,019,030 548,778 - - 1,390,020 -
Due from Other Governments. - 1,598,535 - - 13,324,884 365,548 -
Other Recievables. 30,167 8,168,188 223,906 1,046,725 736,532 20,618
Total Accountsand Contracts Receivable............cccececicinicnnns 30,167 19,785,753 772,684 1,046,725 14,061,416 1,755,568 20,618
Allowance for Doubtful Account - (5,875,000) - - (1,517,755) - -
Total Accountsand Contracts Receivable - Net............cccoccuue. 30,167 13,910,753 772,684 1,046,725 12,543,661 1,755,568 20,618
Inventory. - 3,224,483 - - - - 118,798
Prepaid Expenditur e Expenses. - - 109,708 - 438,424 - 42,719
Taxes, Interest, and Penalties Receivable - Net............ccceeeveeeeencnens - 795,000 4,748,316 - 16,419 - -

Loans and Notes Receivable. - - 65,496,225 2,592,196 554,409 - -

Inventory Net of Allowance. - - - - 312,612 - -

Unamortized Bond and Note I ssue Costs- Net.........ccocveeveveveenenenes - - 3,631,939 - - - -

Restricted Cash - 1,390,386 - - 417,123 - -

Restricted Escrow Deposits-Cash - - - - 1,589,973 - -
Restricted I nvestment: - 6,451,567 - - - 28,134,743 -
Capital Assets:
Land - 1,371,996 7,544,670 - 15,119,876 - -
Artwork - 1,230,175 - - - - -
Plant and Equipment - 160,765,691 26,823,841 - 144,602,286 - 7,204,534
Construction Work in Progress. - - - - 23,942,191 - -
Less: Accumulated Depreciation - (149,482,798) (1,291,691) - (61,436,801) - (1,949,044)
Capital Assets, Net - 13,885,064 33,076,820 - 122,227,552 - 5,255,490
Other - - 2,556,203 1,009,482 6,639,235 - -
Deferred Charges. - - - - - - -
Total Asset: 155,385 43,647,758 230,367,894 74,858,671 154,051,069 29,895,669 6,900,874
LIABILITIES:
Current Liabilities:

Accounts Payable and Contracts Payable............c.ccoocuviciviniccinnns 84,765 134,644 1,283,061 48,409,675 3,777,483 295,117 437,641

Interest Payable, - - 6,617,492 248,092 - 819,156 -

Dueto Primary Gover nment - 2,016,105 899,109 2,715 2,971,985 - 3,047

Advances Due to Primary GOVEr NMENt........c.cvueereereeureerreernerenees - - - 358,205 - - -
Accrued Salaries and Wages. - 774,220 - - 113,617 - 179,961
Deferred Revenues. - - - - 628,301 - 510,000
Other Current Liabilities. - 281,061 7,163,135 - 3,426,413 - -
State Aid Anticipation and Other Notes Payable. - - - - - - -

Bonds, Notes, and Other Debt Payables-Current. - - 10,548,000 1,508,185 - 2,190,000 530,732
Unamortized Premuims and Defeasances. - - (70,303) - - - -
Bonds, Notes and Other Debt Payable-Curent-Net..............cc...... - - 10,477,697 1,508,185 - 2,190,000 530,732

Accrued Compensated Absences. - 189,017 - - 288,311 - -
Accrued Public Liability and Workers Compensation - 177,597 - - 146,909 - -
Noncurrent Liabilities:

Bonds, Notes, and Other Debt Payables-Noncurrent. - - 169,273,198 1,255,963 15,343,095 89,211,533 34,543
Unamortized Premuims and Defeasances - - (1,492,731) - - - -
Bonds, Notes and Other Debt Payable-NonCurent-Net............... - - 167,780,467 1,255,963 15,343,095 89,211,533 34,543

Accrued Compensated Absences. - 3,723,528 - - 773,367 - -

Accrued Public Liability and Workers Compensation - 263,306 - - - - -

Total Liabilities. 84,765 7,559,478 194,220,961 51,782,835 27,469,481 92,515,806 1,695,924
NET ASSETS:

Invested in Capital Assets, Net of Related Debt.........c.cccovvivvirrernnns - 13,885,064 33,076,820 - 122,227,552 - 5,255,490

Restricted for:

Restricted (Non-Expendable) - 7,841,953 - - 417,123 5,982,951 -

Capital Project: 27,199 - 1,622,333 22,890,567 - - 904,735

Debt Service. - - 1,447,780 - - 22,798,445 -
Unrestricted (Deficit) 43,421 14,361,263 - 185,269 3,936,913 (91,401,533) (955,275)
Total Net Assets (Deficit) $ 70,620 36,088,280 $ 36,146,933 $ 23075836 $ 126,581,588 (62,620,137)  $ 5,204,950

The accompanying notes are an integral part of the financial statements.
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Tax

Greater Detroit

Detroit Increment Detroit Resource
Public Finance Transportation Recovery
Schools Authority Corporation Authority Totals
$ 8903480 $ - $ 248,969 $ - $ 20,226,370
- - - - 52,444,684
82,612,840 - 4,469,933 - 228,646,426
- - 5,526,824 - 17,484,652
275,287,381 - 2,770,917 - 293,347,265
5,139,584 - 429,012 6,764,908 22,559,640
280,426,965 - 8,726,753 6,764,908 333,391,557
- - - - (7,392,755)
280,426,965 - 8,726,753 6,764,908 325,998,802
5,185,267 - 2,826,498 - 11,355,046
- - 751,260 3,219,056 4,561,167
73,891,226 - - - 79,450,961
- - - - 68,642,830
- - - - 312,612
- - - 1,731,875 5,363,814
- - - 4,959,622 6,767,131
- - - - 1,589,973
512,856,242 - 8,637,382 176,790,525 732,870,459
55,427,603 - 5,122,237 8,873,234 93,459,616
- - 1,986,000 - 3,216,175
1,282,546,054 - 197,657,785 513,623,297 2,333,223,488
432,500,072 - 5,565,185 - 462,007,448
(415,432,011) - (128,170,937) (172,504,729) (930,268,011)
1,355,041,718 - 82,160,270 349,991,802 1,961,638,716
- - - - 10,204,920
- - - 1,719,417 1,719,417
2,318,917,738 - 107,821,065 545,177,205 3,511,793,328
99,496,747 - 1,602,781 11,970,108 167,492,022
14,680,116 - - 1,405,482 23,770,338
- - 67,149 15,647,690 21,607,800
- - - - 358,205
91,520,268 - 429,341 - 93,017,407
5,668,253 - 3,004,250 - 9,810,804
1,192,267 - 3,351,942 - 15,414,818
265,734,805 - - - 265,734,805
43,208,483 - - 49,105,000 107,090,400
5,440,823 - - - 5,370,520
48,649,306 - - 49,105,000 112,460,920
2,325,877 - - - 2,803,205
- - - - 324,506
1,500,342,500 - - 420,081,864 2,195,542,696
40,264,803 - - (4,852,180) 33,919,892
1,540,607,303 - - 415,229,684 2,229,462,588
145,366,807 - 210,881 - 150,074,583
56,401,699 - - - 56,665,005
2,271,643,448 - 8,666,344 493,357,964 3,148,997,006
228,472,107 - 82,160,270 56,523,425 541,600,728
- - - - 14,242,027
- - 5,637,382 - 31,082,216
4,699,713 - - (4,704,184) 24,241,754
(185,897,530) - 11,357,069 - (248,370,403)
$ 47,274290 $ - $ 99,154,721 $ 51,819,241 $ 362,796,322
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City of Detroit, Michigan
STATEMENT OF ACTIVITIES
COMPONENT UNITS

For the Year Ended June 30, 2004

Brownfield Detroit Downtown Economic Detroit
Redevelopment Public Development Development Housing
Authority Library Authority Corporation Commission
Expenses. $ (200,328) $ (37,989,764) $ (62,463,896) $ (12,227,756) $ (66,240,398)
Program Revenues:
Chargesfor Services, 139,463 304,294 11,095,995 17,123,677 69,036,445
Operating Grantsand Contributions.............cccceecvcniniccnns 104,070 5,712,417 - - -
Total Program Revenues. 243,533 6,016,711 11,095,995 17,123,677 69,036,445
Net Program (Expenses) Revenue. 43,205 (31,973,053) (51,367,901) 4,895,921 2,796,047
General Revenues:
Property Taxes- Levied for General Purposes.............ccce...... 27,199 30,335,182 29,101,165 - -
Property Taxes- Levied for Debt Service..........ccoocovuecinicenenne - - - - -
Investment Income. - 193,781 - 1,995 184,916
Interest and Penalities on Taxes 216 1,108,483 - - -
Shared Taxes. - 2,743,305 - - -
Other Taxesand Assessments. - 1,332,596 - - -
Other Non Operating - 1,394,768 674,622 300,000 15,437,432
General Revenues, 27,415 37,108,115 29,775,787 301,995 15,622,348
Changein Net Assets. 70,620 5,135,062 (21,592,114) 5,197,916 18,418,395
Net Assets(Deficit) - Beginning of Year, as Restated................ - 30,953,218 57,739,047 17,877,920 108,163,193
Net Assets (Deficit) - End of Year $ 70620 $ 36,088,280 $ 36,146,933 $ 23075836 $ 126,581,588

The accompanying notes are an integral part of thefinancial statements.
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Local Museum of Tax Greater Detroit
Development African Detroit Increment Detroit Resource
Finance American Public Finance Transportation Recovery
Authority History Schools Authority Corporation Authority Totals
(14,513509) $ (6,834,923) $  (1,777,402,877) $ (11,636,682) $ (18,881512) $ (116,723,107) $ (2,125,114,752)
- 1,583,936 7,580,249 - 367,012 43,792,111 151,023,182
6,950,000 5,075,412 525,155,465 - 9,621,165 71,146,881 623,765,410
6,950,000 6,659,348 532,735,714 - 9,988,177 114,938,992 774,788,592
(7,563,509) (175,575) (1,244,667,163) (11,636,682) (8,893,335) (1,784,115) (1,350,326,160)
8,438,775 - 76,978,512 11,636,682 - - 156,517,515
- - 104,758,050 - - - 104,758,050
178,830 5,290 7,896,070 - 4,664 1,364,866 9,830,412
- - - - - - 1,108,699
- - 932,399,129 - - - 935,142,434
315,822 - 10,675,608 - - - 12,324,026
- 3,357,051 - - 4,812,141 - 25,976,014
8,933,427 3,362,341 1,132,707,369 11,636,682 4,816,805 1,364,866 1,245,657,150
1,369,918 3,186,766 (111,959,794) - (4,076,530) (419,249) (104,669,010)
(63,990,055) 2,018,184 159,234,084 - 103,231,251 52,238,490 467,465,332
(62,620,137)  $ 5204950 $ 47274290 $ -3 99,154,721 $ 51819241 $ 362,796,322
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New Commercial Developments - Avariety
of commercial enterprises found homes and
new locations in Detroit. Pure Detroit sells
Detroit products from two new locations on
Monroe in Greektown and in the Guardian
Building. Two new restaurants — Small Plates
and the Detroit Beer Company — opened
across from the Detroit Opera House. Among
the new businesses opening in the Compu-
ware Building are national vendors, Hard
Rock Café and Borders Bookstore, located
in the Campus Martius area on Monroe and
Woodward.

NEW COMMERCIAL DEVELOPMENTS
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City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS
June 30, 2004

NOTE I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Detroit (the City), incorporated in 1806, is a home rule city under State law. The City is organized into two
separate branches: (1) the executive branch, which is headed by the Mayor, and (2) the legislative branch, which is composed
of the City Council and its agencies. Other agencies (City Clerk and Election) are not classified under the two branches. The
City provides the following services as authorized by its charter: public protection, public works, recreation and culture,
health, economic development, public lighting, transportation, water and sewage, airport, and parking.

A. REPORTING ENTITY

As required by Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity,
the financial statements of the reporting entity include those of the City (the primary government) and its component
units. Component units are legally separate organizations for which the elected officials of the City are financially
accountable, or the relationship to the City is such that exclusion would cause the City’s financial statements to be
misleading or incomplete. The twelve component units discussed below are included in the City’s reporting entity
because of the significance of their operational or financial relationships with the City.

1.

Blended Component Unit:

Detroit Building Authority (DBA): The City of Detroit Building Authority (DBA) is included in the operations
and activities of the City because it was incorporated for the purpose of acquiring, furnishing, equipping, owning,
improving, enlarging, operating, or maintaining a building or buildings (including but not limited to health and
public safety facilities), automobile parking lots or structures (independently or adjunct to other buildings),
recreational facilities, and the necessary site or sites, together with appurtenant properties and facilities necessary or
convenient for the effective use thereof, all for the use of any legitimate public purpose of the City. Financing is
provided by the issuance of bonds secured by |ease agreements with the City and from grants received by the City.

Discretely Presented Component Units:

Component units, which are not blended as part of the primary government, are discretely presented by reporting
component unit financial data in a column separate from the financial data of the primary government. These units
are reported in a separate column to emphasize that they are legally separate from the City. The component units
presented in this manner are the following:

Detroit Public Library (DPL): The DPL is a statutory body created by the State of Michigan. The DPL was
created to provide reference materials, research information, and publications to residents of the City and the
County. Funding is provided by an ad valorem tax of 3.63 millsin real and personal property taxes in the City. In
addition, DPL receives grants and endowments from private organizations. City Council is responsible for
approving DPL’s annual budget.

Detroit Housing Commission (DHC): The DHC was established in 1933 under the authority of the Housing
Facilities Act, 1933 PA18 (Ex. Sess), MCL 125.651 et.seq. Section 2 of the act provided that any city or
incorporated village with population d over 500,000 was authorized “to purchase, acquire, construct, maintain,
operate, improve, extend, and/or repair housing facilities and to eliminate housing conditions which are detrimental
to the public peace, health, safety, morals, and/or welfare.”

Effective July 1, 2003 the Michigan Supreme Court determined that the DHC is a separate legal entity from the City.
The Commission is governed by a five (5) member board appointed by the Mayor. A change in the City’s reporting
entity regarding the DHC is discussed in footnote | -C.

Downtown Development Authority (DDA): The DDA was created to promote and develop economic growth in
the City’s downtown business district. Funding is provided by an ad valorem tax of 1.0 mill on real and personal

(Continued)
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property in the downtown development district, a levy on the increased assessed value of a tax increment district,
and issuance of revenue and tax increment bonds.

Economic Development Corporation (EDC): The EDC was established to create and implement project plans for
designated project areas within the City, and thus encourage the location and expansion of industrial and commercial
enterprises within the City. The EDC is primarily funded by means of grants from the City.

Local Development Finance Authority (LDFA): The LDFA was created to finance certain improvements for
local public roads in the vicinity of the Chrysler Jefferson Avenue Assembly Plant. Incremental portions of the City
and the County of Wayne (the County) property taxes fund LDFA.

Museum of African American History (MAAH): The MAAH was created to provide research, compilation,
presentation, publication, and dissemination of knowledge relating to the history, growth, development, heritage,
and culture of people of African descent and the human struggle for freedom. The MAAH is primarily funded by
means of private grants and grants from the City.

School District of the City of Detroit (the District): The District is a statutory body created by the State of
Michigan and functions under the provisions of the Michigan School Code. Funding is provided by an ad valorem
tax of 13.19 mills (homestead properties) and 31.19 mills (non-homestead) on real and personal property in the City
and a“foundation allowance” provided by the State of Michigan.

Detroit Brownfield Redevelopment Authority (DBRA): The City of Detroit Brownfield Redevelopment
Authority was created by a Detroit City Council resolution dated April 23, 1998, and approved by the Mayor of the
City of Detroit on April 30, 1998, under the provisions of Act 381, Public Acts of Michigan of 1996. DBRA was
established to create Brownfield redevelopment zones and promote the revitalization, redevel opment, and reuse of
certain property, including, but not limited to, taxreverted, blighted, or functionally obsolete property. Thisisthe
first year of substantial financial activity for this authority.

Tax Increment Finance Authority (TIFA): The TIFA was created to acquire property and provide financing for
industrial development programs through issuance of long-term debt secured by atax increment financing plan.

Detroit Transportation Corporation (DTC): The DTC was established in 1985 to oversee construction and
operation of the Central Automated Transit System (People Mover) in downtown Detroit. The DTC is primarily
funded by means of grants from the City.

Greater Detroit Resource Recovery Authority (GDRRA): The GDRRA was established by the cities of Detroit
and Highland Park for the acquisition, construction, and operation of a waste-to-energy facility. The financing was
provided by the issuance of revenue bonds.

Complete financial statements of the individual component units can be obtained directly from the following
administrative offices:

Downtown Development Authority Local Development Finance Authority
211 West Fort Street, Suite 900 211 West Fort Street, Suite 900
Detroit, M1 48226 Detroit, M1 48226
(313) 963-2940 (313) 963-2940
Economic Development Corporation Museum of African American History
211 West Fort Street, Suite 900 315 East Warren Avenue
Detroit, M1 48226 Detroit, M| 48201
(313) 963-2940 (313) 494-5800
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School District of the City of Detroit
3011 West Grand Blvd.

11™ Floor

Detroit, M1 48202

(313) 873-4147

Brownfield Redevelopment Authority
500 Griswold, Suite 2200

Detroit, Michigan 48226

(313) 237-4616

Tax Increment Finance Authority

211 West Fort Street Avenue, Suite 900
Detroit, M1 48226

(313) 963-2940

Detroit Public Library
5201 Woodward Avenue
Detroit, M| 43202

(313) 833-1000

Detroit Housing Commission
2211 Orleans Street

Detroit, Michigan 48207
(313) 877-8557

Detroit Transportation Corporation
1420 Washington Blvd., 3 Floor
Detroit, M1 48226

(313) 224-2160

Greater Detroit Resource Recovery Authority
5700 Russell Street

Detroit, M1 48211

(313) 876-0449

(Continued)
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B. JOINT VENTURE

A joint venture is a legal entity or other organization that results from a contractual agreement and that is owned,
operated or governed by two or more participants as a separate and specific activity, subject to joint control in which the
participants retain (a) an ongoing financial interest or (b) an ongoing financial responsibility. The City participates in the
following joint venture:

The Detroit-Wayne Joint Building Authority (DWJBA) was created as a corporate instrumentality in 1948 by agreement
between the City and the County. All revenues or other monies received by the DWJIBA must be disbursed for specific
purposes in accordance with agreements with the incorporating units and the holders of the bonds. In March 1988, the
City and County agreed to a consent judgment whereby the County’ s equity in the ownership of a portion of the spacein
the Coleman A. Young Municipal Center was transferred to the City. As a result, the fixed asset costs are recorded
within the City’ s government-wide financial statements.

The DWJBA is party to alease agreement that extends to March 1, 2028 for rental of the Coleman A. Y oung Municipal
Center to the City and the County. The lease provides that the DWJBA shall maintain and operate the building, the
expenditures of which are to be reimbursed by the City and County on the basis of the building space alocations
specified in the lease.

Complete financial statements of the DWJBA may be obtained by writing the DWJBA at the following address:

Detroit-Wayne Joint Building Authority
1316 Coleman A. Young Municipal Center (CAYMC)
Detroit, M| 48226

C. CHANGE IN REPORTING ENTITY
Effective July 1, 2003, in accordance with the Michigan Supreme Court determination that the Detroit Housing
Commission (DHC) is legally separate from the City, the DHC is being reported as a discretely presented component
unit in accordance with the provisions of Government Accounting Standards Board (GASB) Statement No. 14, The
Reporting Entity. In previous years, the DHC has been reported as a non-major proprietary fund of the City.

Asaresult of implementing this change, the beginning net assets have been restated as follows:

Proprigary Funds ~ Component Units

Net Assats - Beginning of Year $ 1,590,760,874 $ 359,302,139
Restatement (108,163,193 108,163,193
Net Assats - Beginning of Y ear, as Restated $ 1,482,597,681 $ 467,465,332

D. BASISOF PRESENTATION

The basic financial statementsinclude both government-wide and fund financial statements.

1. Government-wide Financial Statements

The government-wide statement of net assets and statement of activities report the overall financial activity of the
primary government (the City), excluding fiduciary activities, and its component units. Eliminations have been
made to minimize the double-counting of internal activities of the City. These statements distinguish between the
governmental and business-type activities of the City. Govemmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities are financed in whole or
in part by fees charged to external parties.
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The statement of activities presents a comparison between direct expenses and program revenues for the different
business-type activities of the City and for each function of the City’s governmental activities. Direct expenses are
those that are clearly identifiable with a specific function. Program revenues include (a) charges paid by the
recipients of goods or services offered by the programs, and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenuesthat are not classified as program
revenues, including all taxes, are presented as general revenues.

Fund Financial Statements

The fund financial statements provide information about the City’s funds, including its fiduciary fund types.
Separate statements for each fund category? governmental, proprietary, and fiduciary? are presented. The
emphasis on fund financial statementsis on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental and enterprise funds are aggregated and reported as nonmajor funds.
Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with
the principal activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Nonoperating revenues, such as subsidies and investment earnings, result from
nonexchange transactions or ancillary activities.

The following major funds are used by the City:

Governmental Funds:

a.  General Fund accounts for severa of the City’s primary services (Police, Fire, Public Works, Community
and Y outh Services, etc.) and isthe primary operating unit of the City.

Proprietary Funds:
a. Sewage Disposal Fund accounts for the operations of the wastewater treatment plant; sewers, including
sanitary and combined sewers; combined sewer outfalls; and interceptors. The facility provides service to
Detroit and 75 other communitiesin southeastern Michigan.

b. Transportation Fund accounts for the City’s mass transit system with a fleet of over 572 coaches. The
fund operates three light repair garages and terminals.

c. Water Fund accounts for the operations of 5 water treatment plants, 20 booster stations, and reservoirs.
The fund provides service to Detroit and 125 other communities in southeastern Michigan.

d. Automobile Parking Fund accounts for the activity of the City’s Auto Parking and Arena System, but
does not include parking fine revenues.

(Continued)
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Fiduciary Fund Types
The City additionally reports the following pension and other employee benefit funds:

a. Retirement Systems — accounts for contributions received, invested, and expended for the General
Retirement System and the Policemen and Firemen Retirement System.

b. Employee Benefit Fund — accounts for the health, dental, life insurance, and eye care of City employees
and retirees.

c. Employee Disability Income Protection Plan — accounts for long-term disability benefits of employees
who become disabled and are not yet eligible for service requirements. The plan provides monthly income,
hospitalization insurance, and life insurance.

Agency Funds
These funds account for assets that the City holds for othersin an agency capacity
E. BASISOF ACCOUNTING

The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
at the time liabilities are incurred, regardless of when the related cash flow takes place. Non-exchange transactions, in
which the City gives (or receives) value without directly receiving (or giving) equal value in exchange, include income
taxes, sales taxes, property taxes, grants, entitlements, and donations. On an accrual basis, revenue from property taxes
is recognized in the fiscal year in which the taxes are levied. Revenue from self-assessed taxes, including income taxes
and sales tax, isrecognized in the fiscal year in which the underlying exchange transaction occurs. Revenue from grants,
entitlements, and similar items is recognized in the fiscal year in which al digibility requirements imposed by the
provider have been met.

Governmental funds are reported using the current financial resources measurement focus and the modified accrual basis
of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the City considers revenues to be available if they are collected within 60 days of the end of
the current fiscal year, except for grants and trade receivables, which are 180 and 90 days, respectively. Expenditures
generally are recorded when the liability is incurred, as under accrual accounting. However, principal and interest on
general long-term debt, claims and judgments, and compensated absences are recorded only when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term
debt and acquisitions under capital leases are reported as other financing sources. Significant revenue sources which are
susceptible to accrual include property taxes, income taxes, utility taxes, and interest. All other revenue sources are
considered to be measurable and available only when cash is received.

Financial Accounting Standards Board (FASB) Statements and Interpretations, APB opinions and ARB’S of the
Committee on Accounting Procedure issued prior to December 1, 1989, generally are followed in both the government-
wide and proprietary fund financial statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. The City also has the option of following subsequent
FASB guidance for their business-type activities and enterprise funds, subject to this same limitation. The City has
elected not to follow subsequent FASB guidance.

1
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F. BUDGETARY DATA
Budgeting Policy:

The City’s annual budget constitutes a financial plan for the next fiscal year, which is required to set forth estimated
revenues from all sources and all appropriations. Proposed capital appropriations are included in separate sections of the
budget. Any surplus or deficit during the preceding year is entered into the budget for the next fiscal year as either
revenue (surplus) or appropriation (deficit), in accordance with the City Charter. The total of proposed expenditures
cannot exceed the total of estimated revenues, so that the budget as submitted is a balanced budget. Budgets are prepared
for all agencies of the City.

On or before April 12 each year, the Mayor submits to the City Council a proposed annual budget for the next fiscal
year. A public hearing in the manner provided by law or ordinance is held on the proposed budget before adoption.
After the public hearing, the City Council adopts the budget with or without amendment. Consideration of the budget is
completed by the City Council no later than May 15. If the Mayor disapproves of amendments made by the City
Council, the Mayor, within seven days, submits to the City Council in writing the reasons for the disapproval. The City
Council proceeds to reconsider any budget item so disapproved. If, after reconsideration, a two-thirds majority of the
City Council serving agrees to sustain any of the City Council’s amendments to the budget, those amendments so
sustained are of full force and effect. The City Council’s reconsideration of the budget must be concluded within three
business days after receipt of the Mayor’ s disapproval.

The adoption of the budget providesfor: (1) appropriations of specific amounts from funds indicated, (2) a specific levy
of property tax, and (3) provision for the issuance of bonds specified in the capital program. The budget as adopted
becomes the basis for establishing revenues and expenditures for the fiscal year. The appropriations for the functions of
each City department are fixed. Expenditures may not exceed the original appropriations without City Council approval.
If during the fiscal year the Mayor advises the City Council that there are available appropriations and revenues in
excess of those estimated in the budget, the City Council may make supplemental appropriations for the year up to the
amount of the excess. In the case of estimated revenue shortfalls, the Mayor may request that the City Council decrease
certain appropriations. In any case, the Mayor is under no obligation to spend an entire appropriation. Also, at any time
during the fiscal year, the City Council, upon written request by the Mayor, may transfer all or part of any
unencumbered appropriation balance among programs, services, or activities within an agency or from one agency to
another.

G. ASSETS, LIABILITIES, AND FUND EQUITY
1. Cash and Investments: Cash and cash equivalents include cash on hand, demand deposits, and short-term
investments with original maturities of three months or less fromthe date of acquisition. Investments are reported
at fair value based on quoted market prices.

2. Interfund Transactions:

The City hasthe following types of interfund transactions:

a. Loans-amounts provided with arequirement for repayment. Interfund loans are reported as due from
other fundsin lender funds and due to other fundsin borrower funds.

b. Services provided and used — sales and purchases of goods and services between funds for a price
approximating their external exchange value. Interfund services provided and used are reported as
revenues in seller funds and expenditures or expensesin purchaser funds. Unpaid amounts are reported
asinterfund receivables and payablesin the fund balance sheets or fund statements of net assets.
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c. Reimbursements — repayments from the funds responsible for particular expenditures or expenses to
the funds that initially paid for them. Reimbursements are reported as expenditures in the reimbursing
fund and as a reduction of expendituresin the reimbursed fund.

d. Transfers— flows of assets (such as cash or goods) without equivalent flows of assets in return and
without a requirement for repayment. In governmental funds, transfers are reported as other financing
uses in the funds making transfers and as other financing sources in the funds receiving transfers. In
proprietary funds, transfers are reported after non-operating revenues and expenses.

Inventories. Cost of inventories of the governmental-type funds is recorded as expenditures at the time of
purchase. Inventories at year-end for the General, Construction Code, Drug Law Enforcement Fund, and Major and
Local Street funds are recorded in the balance sheet at cost or market, whichever is lower, based on a physical
inventory, with areserve for inventories in fund balance by the related fund. Inventories of the Enterprise Funds are
stated at the lower of cost or market and expensed when used.

Capital Assets: Capital assets, which include land, buildings, improvements, equipment, and infrastructure assets
(e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities column in the government-wide financial statements. Capital assets purchased or acquired are reported at
historical cost or estimated historical cost. Donated assets are recorded at fair market value as of the date received.
The City’ s capitalization levels are $5,000 on tangible personal property and for improvements other than buildings,
and $50,000 on infrastructure, including sewer and stormwater lines. All acquisitions of land and land
improvements will be capitalized regardless of cost. Interest incurred during the construction phase of capital assets
of business-type activities is reflected in the capitalized value of the asset constructed, net of interest earned on the
invested proceeds over the same period. Capitalized interest, net of related debt, for the year ended June 30, 2004
for the Sewage Disposal and Water Funds was $50,451,250 and $26,713,603 respectively. Costs of assets sold or
retired (and related amounts of accumulated depreciation) are eliminated from the accounts in the year of sale or
retirement, and the resulting gain or loss is included in the operating statement of the related fund. In governmental
funds, the sale of general capital assets isincluded in the statement of revenues, expenditures, and changes in fund
balances as proceeds from sale. Other costs incurred for repairs and maintenance are expensed as incurred.
Depreciation on all assetsis provided on the straight-line basis over the following estimated useful lives:

Years

Land improvements 5-2C
Buildings and building improvements 5-5C
Improvements other than buildings 5-5C
Machinery and equipment 5-20
Vehides other than buses 3-10
Busss 12
Stormwater and wastewater lines

and pump gtations 10- 65
Other infrastructure 7- 60

The City has a collection of artwork presented both in buildings and public outdoor spaces. The true value of the art
is expected to either be maintained or enhanced over time, and thus, the art is not depreciated. If individual pieces
arelost or destroyed, the lossis recorded.

Bond Premiums, Discounts, and Issuance Costs: In the government-wide and proprietary fund financial
statements, bond premiums and discounts, as well as issuance costs are deferred and amortized over the life of the
bonds using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount and gains (losses) on defeasance. Bond issuance costs are reported as deferred charges and amortized over
the term of the related debt.
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In the fund financial statements, governmental fund types recognize bond premiums or discounts and gains or losses
on defeasance, as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums on debt issuances are reported as other financing sources, while discounts on
debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Encumbrances. Encumbrances outstanding for governmental funds at year-end do not represent GAAP
expenditures or liabilities, but represent budgetary accounting controls. All governmental fund budgets are
maintained on the modified accrual basis of accounting, except that budgetary -basis expenditures include purchase
orders and contracts (encumbrances) issued for goods or services not received at year-end.

Compensated Absences: For funds other than the Transportation Fund, unused vacation pay and banked overtime
accumulate up to a maximum level until termination of employment, while there is no vesting of sick pay until an
employee reaches age 60 or completes 25 years of service. Furlough time is awarded to uniformed police and fire
employees at the beginning of two semi-annual periods. Any unused furlough time remaining at the end of each
sami -annual period is forfeited. For the Transportation Fund, unused vacation pay accumulates for each employee
up to amaximum level. Oncethislevel is attained, unused vacation must be used or the employee loses a portion of
the vacation pay.

The liability for compensated absences reported in the government-wide and proprietary fund statements consists of
unpaid, accumulated vacation and sick leave balances. A liability for these amounts is reported in governmental
fundsonly if they have matured.

Property Taxes: The Constitution of the State of Michigan limits the proportion of true cash value at which real
property can be uniformly assessed to 50%. The Michigan Constitution also mandates a system of equalization for
assessments. Although the assessors for each local unit of government are responsible for actually assessing at 50%
of true cash value, the final State equalized assessment against which local property tax rates are applied is derived
through several steps. County equalization is brought about by adjustments of the various local unit assessment
ratios to the same level; then the State equalizes the various counties in relation to each other. State equalized
values are important; aside from their use for local property tax levy purposes, because of their role in distribution
of State school aid and in the calculation of debt limits. The only magjor items of personal property subject to
property taxation in the City are commercia and industrial furniture, fixtures, and equipment. Though
comprehensive authority is granted by the State to Michigan municipalities for governmental purposes, the
Constitution and general laws of the State limit the municipal rate of taxation and restrict the amount of debt a
municipality may incur. At the present time, the general ad valorem taxing power of the City is generally limited by
State law and the City Charter to 20 mills. The City is levying at its current maximum rate limit. In addition, the
City is authorized to levy additional taxes within specified amounts for specific purposes under specific legislation.
At the present time, under such an authorization, the City is levying 3 additional mills for the purpose of garbage
and rubbish collection. These millage limitations, however, do not apply to taxes levied by the City for payment of
principal and interest on presently outstanding unlimited taxsupported bonds, nor do they apply to payment of
principal and interest on tax-supported bonds issued in anticipation of presently outstanding contractual obligations
of the City or presently outstanding assessmentsin the City.

The City’s property tax is levied each July 1 of the fiscal year and is payable without penalty either on or before
August 31 in full, or one-half on or before August15, with the balance then being payable on or before the
following January 15. Property taxes attach as a lien on the property as of July 1 of the year of levy. Property
owners may appeal their assessments to the local Board of Review and ultimately to the Michigan Tax Tribunal.

In the government-wide financial statements, property tax revenue is recorded in the period in which the tax is
levied. In the governmental fund financial statements, the City records property tax revenue when available.
Available is defined as due and receivable within the current fiscal year and collected within the current fiscal year
or expected to be collected within 60 days thereafter.

Municipal Income Taxes: The City levies an annual income tax. The rate for the calendar year 2004 consists of
an annualized tax of 2.50% on the income of resident individuals, 1.25% on income earned in the City by
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non-residents and for corporations, the annual rate for 2004 is 1.0%. These rates are being lowered over a 10-year
period starting July 1, 1999. The resident rate will decrease by 1/10 of a percentage point, the non-resident rate by
1/20 of a percentage point, and the corporate rate by 2/10 of a percentage point over the same period. After the 10-
year period, the calendar 2009 resident rate will be 2%, the non-resident rate will be 1%, and the corporate rate will
be zero. However, due to current economic conditions there was a temporary rate freeze of the tax rates for the
calendar year 2004. The rates were as follows: Residents 2.5%, Non-Residents 1.25% and Corporations 1%. The
City has re-applied for, and received, approval for the rate freeze to remain in effect for calendar year 2005.
Municipal income taxes are accrued for income tax withholdings collected by employers but not yet remitted to the
City. In the government-wide financial statements, income tax revenue is recorded in the period in which the
underlying compensation is earned by the taxpayer. In the governmental fund financial statements, the City records
municipal income tax revenues when they become available. Available is defined as due and receivable within the
current fiscal year or expected to be collected within 60 days thereafter. Estimated refunds for income tax returns
received and in process, in which payment has not been made, are recorded as a reduction of revenues. Income tax
assessment receivable represents estimated additional taxes assessed as a result of tax return audits or failure to file
areturn.

Fund Balances: In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for specific
purposes. Designations of fund balances represent tentative City plans that are subject to change.

Net Assets: The government-wide and business-type financial statements utilize a net asset presentation. Net assets
are categorized asfollows:

a Invested in Capital Assets (Net of Related Debt) — consists of capital assets, net of accumulated
depreciation. The outstanding balances of bonds, mortgages, notes, or other borrowing that are
attributable to the acquisition, construction, or improvement of those assets would further reduce this
component. If there were significant unspent related debt proceeds at year-end, the portion of the debt
attributabl e to the unspent proceeds would be offset by the outstanding debt.

b. Restricted Assets — consist of constraints placed on net asset use through external constraints imposed
by grantors, contributors, or laws. When both restricted and unrestricted resources are available,
generally it is the City’s policy to use restricted resources first, and then unrestricted resources, when
they are needed.

C. Unrestricted Assets — Consist of net assets that do not meet the definition of “Restricted” or
“Invested in Capital Assets, net of related debt”.

Use of Estimates. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

New Accounting Pronouncements. In March 2003, the Governmental Accounting Standards Board (GASB)
issued Statement No. 40, Deposit and Investment Risk Disclosures, an amendment of GASB Statement No. 3. This
statement will revise the deposit and investment risk disclosed in the notes to the financial statements. The City will
implement Statement No. 40 beginning with the year ended June 30, 2005.

In November 2003, GASB issued Statement No. 42, Accounting and Financial Reporting for Impairment of Capital
Assets and for Insurance Recoveries. This Statement establishes accounting and financial reporting standards for
impairment of capital assets. The City will implement Statement No. 42 beginning with the year ended June 30,
2006. The City is currently evaluating the impact of adopting Statement No. 42.
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In July 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions. This Statement establishes accounting and financial reporting standards for employers
that participate in a defined benefit “other postemployment benefit” (OPEB) plan. Specificaly, the City will be
required to measure and disclose an amount for annual OPEB cost on the accrual basis for health and insurance
benefits that will be provided to retired City employees in future years. The City is also required to record a net OPEB
obligation which is defined as the cumulative difference between annual OPEB cost and the employers contributions
to a plan., including the OPEB liability or asset at transition, if any. The City is currently evaluating the impact that
this standard will have on the financial statements when adopted. The City will implement Statement No. 45
beginning with the year ended June 30, 2008.

NOTE II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. COMPLIANCE WITH FINANCE-RELATED LEGAL AND CONTRACTUAL PROVISIONS
The City has no material violations of finance-related legal and contractual provisions.

B. EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN INDIVIDUAL FUNDS

For the year ended June 30, 2004, expenditures exceeded appropriations in the General Fund for the Arts Department by
$569 and Historical Department by $73,863.

C. DEFICIT FUND EQUITY
The Detroit Building Authority (DBA) (a Non-Major Governmental Fund ) had deficit fund equity of $367,767.

General Fund had an unreserved deficit of $95,032,523. The Construction Code Fund (a Non-Major Governmental
Fund) had an unreserved deficit of $112,106. Transportation Fund and Automobile Parking Fund, (both enterprise
funds), had unrestricted deficits of $13,954,723 and $6,439,078 respectively at June 30, 2004. Each fund has a deficit
reduction plan, which includes, among other things, changes in the level of services provided, and additional subsidies
from the General Fund.

NOTE III. DETAILED NOTESON ALL FUNDS
A. ASSETS

1. Deposits and Investments: Cash deposits are in financial institutions insured as members of the FDIC or NCUA.
Cash held by fiscal agents or by trustees is secured in accordance with the covenants of the agency or trust agreement.
Cash deposits related to federally funded programs are accounted for in accordance with applicable federal regulations.
At June 30, 2004, the City’s carrying amount of deposits was $180,393,006 for governmental and business-type
activities, and the bank balance was $106,251,296. Of the bank balance, $6,639,753 was covered by federal depository
insurance. The remaining balances are not insured. At June 30, 2004, the fiduciary fund’s carrying amount of deposits
was $10,370,995 and the bank balance was $7,525,402. Of the bank balance, $431,768 was covered by federa
depository insurance. The remaining balances are not insured. At June 30, 2004, the component units' carrying amount
of deposits was $81,028,158 and the bank balance was $37,141,992. Of the bank balance, $1,279,206 was covered by
federal depository insurance. The remaining balances are not insured.

Governmental Business-type Fiduciary Component
Activities Activities Funds Total Units
Deposits $ 118,727,877  $ 61,665,129 $ 10,370,995 $ 190,764,001 $ 81,028,158
Investments 343,099,330 999,144,577 5,689,909,137 7,032,153,044 961,516,885
Total $ 461,827,207 $ 1,060,809,706 $  5,700,280,132 $  7,222917,045 $  1,042,545,043
46
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The City is authorized to invest in U.S. Government obligations, certificates of deposit, savings and depository
accounts of insured institutions, commercial paper of certain investment qualify, bankers acceptances, repurchase
agreements, and mutual funds of certain investment qualify. In accordance with GASB Statement No. 3, the City’s
investments have been categorized to indicate the level of credit risk assumed by the City as follows: (1) insured or
registered for which the securities are held by the City (or component unit as applicable) or its agent in the City’s
name, (2) uninsured and unregistered for which the securities are held by the broker’ s or dealer’ strust department or
agent in the City’s (or component unit’s) name, or (3) uninsured and unregistered for which the securities are held
by the broker or dealer, or by its trust department or agent, but not in the City’s name. Pooled investments are not
subject to categorization because they are not securities. The relationship between the City and the investment agent
isadirect contractual relationship, and the investments are not supported by atransferable instrument that evidences
ownership or creditor ship.

The following are the City’ sinvestment balances at fair market value at June 30, 2004:

Primary Government

Governmental Businesstype Fiduciary
Activities Activities Funds Total Category.
Repurchase Agreaments $ 1000000 $ 88254160 $ — 3 89,254,160 1
Caertificate of Deposit 19,567,227 2,000,000 — 21,567,227 1
Commercid Paper — — 4,964,125 4,964,125 1
U.S Government Securities 34,329,049 184,948,145 75,727 219,352,921 1
Bonds, Notes, and Stocks 98,560,000 — 4,133,187,361 4,231,747,361 1
Pooled Invesments 189,643,054 548,990,407 505,321,620 1,243,955,081 N/A
Treasury Coupon Securities — 174,951,865 — 174,951,865 1
Short-term Investments — — 153,642,872 153,642,872 1
Mortgage-backed Securities — — 395,680,856 395,680,856 2
Equity Intrest in Red Estate —_ — 166,362,111 166,362,111 N/A
Redl Egtate Investment Trusts — — 28522443 28522443 2
Private Placements = = 302152022 302152022 2
Totd $ 34309330 $ 999144577 $ 5689909137  $ _ 7,032153044
Component
Units Category

Repurchase Agreaments $ 7,892,370 1

Certificates of Deposit 284,219 1

Commerdd Paper 10974377 2

U.S Government Securities 129,057,328 1

U.S Government Securities 30,533,370 2

Bonds, Notes, and Stocks 37,720 1

Pooled Investments 10,373,751 N/A

Short-term Investments —tl2363700 1

Totd $ 961,516,885
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2. Other Receivables: Other receivablesin the statement of net assets for governmental activities are shown in the
aggregate. The following details the other receivable balance at June 30, 2004

Other
Geneal Governmenta Total

Edimated Withhed Income

Tax Recavable $ 26684072 $ — $ 26,684,072
Trade Recaivables 27,026,133 860,766 27,886,899
Land Contracts Receivable 6,224,469 — 6,224,469
Property Taxes 15,803,134 5,730,160 21,533,294
Income Taxes 40,250,167 — 40,250,167
Specid Assessments 1,370,579 335,844 1,706,423
Interest and Pendities 5,530,000 2,000,000 7,530,000
Utility Users Tax 1,267,347 — 1,267,347
Due from Fudiciary Funds 4,495,129 — 4495129
Allowancefor Doubtful Accounts (75,446,071) (452,744)  (75,898,815)

Tota Other Receivables, Net $ 53204959 $ 8474026 ¢ 61678985

Due from/to Other Governmental Agencies. Due from/to other governmental agencies consists primarily of sales
and charges for services to/from the County, the State of Michigan, and the Federal Government.

Interfund Receivables and Payables. During the course of operations, numerous transactions occur between the
City funds for goods provided and services rendered and for the reimbursement of expenditures. Related interfund
receivables and payables are classified as “due from other funds’ (due from fiduciary funds) and “due to other
funds” (due to fiduciary funds) on the balance sheet and statement of net assets and are expected to be collected
within oneyear. Interfund receivables and payables at June 30, 2004 are as follows:

DueFrom
Non-major Sewage Auto Non-major
Generd Governmental Disposal Trangportation Water Parking Proprigtary Fidudary
Fund Funds Fund Fund EFund Fund Eunds Funds Total
Dueto:

Generd Fund $ — 3 14,830,630 $ 4520079 $ 14447670 $ 8933277 ¢ 1006415$  210403$ 4495129 $ 48,443,603
Norrmgjor Governmental

Funds 4,089,404 3,539,586 — 639,772 524,520 25961 280,195 — 9,099,438
Water Fund 16,747,072 — 32,324,923 — — — — — 49,071,995
Transportation Fund 172,405 64,000 — — — — — — 236,405
Sawege Digposd Fund 15,018,930 315381 — 262,813 45,505,580 — — — 61,102,704
Automobile Parking

Fund 756,257 23209 — — — — 132 — 779598
Nor-mgjor Proprietary

Funds 1,037,750 — — — — — — — 1,037,750
Fdudiary Funds 76510398 — 3037250 4367232 1580632 467162 19518 — 85982192

Total $__114332216 $_____18772806¢___ 39882200 ¢ 10717487 ¢ 56544000 $ 1490538 ¢__ 510248 ¢ 4495120 ¢ ___ 255753685
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5. Advances. Advances represent interfund receivables and payables that will not be paid within one year. Advances
between funds at June 30, 2004 are as follows:

Receivable Fund Payable Fund Amount
Detroit Workforce Devel opment Department
Generd $ 3,557,000 (Non-Mgjor Governmental Fund) $ 147,000
- Capital Projects Fund (Non Major
Governmental Fund) 850,000
Automobile Parking Funds 2,560,000
$ 3,557,000

6. Transfers: During the course of operations transactions occur between the City funds for operating subsidies.
Related interfund receipts and disbursements are classified as “transfers in” and “transfers out” on the statement of
revenues, expenditures/expenses, and changes in fund balance/net assets. The transfers are routine and consistent
with the activities of the funds. Transfers between funds at June 30, 2004 are as follows:

Tranfersin
Non-major Non-major
General Governmental Transportation Proprietary
Fund Funds Fund Funds Total
Transfers Out

General Fund $ — $ 61,275,398 $ 74,318,857 $ 2,789,179 $ 138,383,434
Non-Maior Governmental Funds 31,638,974 69.769.170 — — 101,408,144
Total $ 31,638,974 % 131,044,568 $ 74,318,857 % 2,789,179 $ 239,791,578

The General Fund transferred $138,383,434 to other funds. The largest transfer was made to the Transportation
Fund for $74.3 million to maintain bus operations. The General Fund also transferred $51.3 million to the Debt
Service Fund for principal and interest payments.

The Non-Major Governmental Funds transferred $101,408,144 to other funds. The Capital Projects Fund transferred
$36.9 million to the Debt Service Fund to be reserved for the Cobo Hall debt service payments. The Mgjor and

Local Street Fund transferred 31.3 million to the General Fund to reimburse General Fund for street construction
costs.
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7. Capital Asset Activity for the Year Ended June 30, 2004:

Primary Government

Beginning Ending
Balance Additions Retirements Balance
Governmental Activities
Non-Deprecidhle Asss,
Land $ 314,539,283 $ 40,972,291 $ $ 355,511,574

Works of Arts 29845410 - (57.277) 29,788,133

Congtruction in Progress 250.633.701 54,424,883 (151.951.627) 153.106.957
Tota Non-Depreciable Assets 595,018,394 95,397,174 (152,008,904) 538,406,664
Depreciable Assets.
Buildings and Improvements 559,034,156 139,126,810 - 698,160,966
Machinery and Equipment 361,521,380 29,483,501 (13,155,962) 377,848,919
Infrastructure 725.857.460 41.479.457 - 767,336,917
Tota Depreciable Assets 1,646,412,996 210,089,768 (13,155,962) 1,843,346,802
Less Accumulated Depreciation for :
Buildinas and Improvements 232,144,970 31,180,429 - 263,325,399
Machinery and Equipment 287,457,105 22,748,545 (12,761,489) 297,444,161
Infrastructure 605,313,699 21,620,402 - 626,934,101
Total Accumulated Depreciation 1124915774 75,549,376 (12.761.489) 1.187.703.661
Governmenta Activities
Capita Assats, Net $ 1116515616 $ 229,937,566 $ (152,403,377) $  1,194,049,805

Depreciation Expense was char ged to the Gover nmental functions asfollows:

Public Protection $ 14,380,171
Hedth 300,252
Education 75,945
Recreation and Culture 8,379,10€
Economic Development 6,408,025
Housina Supply and Condition 40,131
Physicd Environment 34,964,239
Development and Management 11.001.507

Totd: $ 75,549,376
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Maar Funds
Sawage Disposal Fund:
Non-Depredable Ases
Land and Land Rights
Congtrudtion in Progress

Totd Non-Dearedable Asts

Dgredable AsHs
Buildingsand Sructures
Sewer Lines
Machinay, Equipment and Fixtures

Totd Degrediable Assts
Tod Capitd Assts

Less Accumulated Deprecigtion:
Buildingsand Sructures
Sewer Lines
Machinay, Equipment and Fixtures
Totd Accumulated Deprecidtion

Net Capital Assdts

Trangortation Fund:
Non-Degredable Ases
Land and Land Rights
Condruction in Progress
Totd Non-Deredable Asts

Daredable AsHs
Buildingsand Sructures
Machinay, Equipment and Fixtures
Vehideand Buses
Totd Deredeble Asets
Totd Capitd Assets

Less Accumulated Depreciation:
Buildingsand Sructures

Machinay, Equipment and Fixtures
Vehideand Busss

Totd Accumulated Deprediation
Net Capitdl Assets

City of Detroit, Michigan

NOTESTO BASIC FINANCIAL STATEMENTS

June 30, 2004

Beginning Ending

Balance Increase Decreass Balance
$ 13825671 $ 51,080 $ - $ 13,876,751
88757684 399832,718 (83671,494) 1203738078
901.402525 399,883 798 (83671.494) 1217614829
805223844 291,326,004 (205,060,993) 891,483,855
536,209238 207,004,417 (210847,905) 532,455,750
573013493 174279862 (175197.989) 57206371
1914446530 672,700,283 (591,106,887) 1,996,039976
2815849106 1072584081 (674.778.381) 3213654805
204,774,326 25,581,388 (2476,901) 227878813
9059281 6,471,400 (783490) 96,278,191
294062.135 29736930 (10.385.034) 313414031
589431742 61,789,718 (13,650425) 637571035
$ 2226417363 $ 101074363 $ (661,127956) $ 2,576,033,770
$ 4114574 % - $ - $ 4114574
15075092 3,540,006 (13915222) 4,699,876
19,189,666 3540,006 (13915222) 8814450
65487,188 11,275 - 65,498,463
32,603,653 15,885,987 - 48,489,640
126,064.318 23911.071 (1.004.840) 148970549
24155159 39808333 (1,004.840) 262958652
243344825 43348339 (14.920,062) 271773102
44727463 1,036,711 - 45,764,174
26,192,166 2,648,664 - 28,840,860
56974971 10,711,896 (1,004,840 66,682.027
127.894600 14.397.301 (1,004,840 141.287.061
$ 115450.225 $ 28951038 _$ (13915222) _$ 130486041
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Water Fund:
Non-Depreciable Assets:

Land and Land Rights
Congtruction in Progress

Total Non-Depreciable Assets

Depreciable Assets:
Land Improvements
Buildingsand Structures
Water lines
Machinery, Equipment and Fixtures
Total Depreciable Assets

Total Capital Assets

Less Accumulated Depreciation:
Land Improvements
Buildingsand Structures
Water Lines
Machinery, Equipment and Fixtures

Total Accumulated Depreciation
Net Capital Assets

Automobile Parking Fund:
Non-Depreciable Assets:
Land and Land Rights
Construction in Progress

Total Non-Depreciable Assets

Depreciable Assets:
Land Improvements
Buildingsand Structures
Machinery, Equipment and Fixtures
Total Depreciable Assets

Total Capital Assets

Less Accumulated Depreciation:
Land Improvements
Buildingsand Structures
Machinery, Equipment and Fixtures

Total Accumulated Depreciation
Net Capital Assets

City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS

June 30, 2004

Beginning Ending

Balance I ncrease Decrease Balance
6,358,342 169,096 - 6,527,438
608,364,217 157,981,415 (86,600,245) 679,745,387
614,722,559 158,150,511 (86,600,245) 686,272,825
91,118,140 5,993,232 (277,215) 96,834,157
431,915,880 178,585,147 (157,094,875) 453,406,152
672,467,862 96,046,142 (79,456,457) 689,057,547
432,868,661 159,833,248 (99,919,419) 492,782,490
1,628,370,543 440,457,769 (336,747,966) 1,732,080,346
2,243,093,102 598,608,280 (423,348,211) 2,418,353,171
53,634,642 1,946,527 (6,901) 55,574,268
164,802,582 8,207,491 (681,968) 172,328,105
236,142,033 10,435,804 (473,704) 246,104,133
155,388,494 23,331,360 (5,073,615) 173,646,239
609,967,751 43,921,182 (6,236,188) 647,652,745
1,633,125,351 554,687,098 (417,112,023) 1,770,700,426
7,014,114 - - 7,014,114
52,191,196 868,734 (47,201,874) 5,858,056
59,205,310 868,734 (47,201,874) 12,872,170
214,908 - - 214,908
152,122,469 46,966,383 - 199,088,852
2,251,164 88,791 - 2,339,955
154,588,541 47,055,174 - 201,643,715
213,793,851 47,923,908 (47,201,874) 214,515,885
155,623 10,745 - 166,368
100,531,940 5,446,696 - 105,978,636
1,626,554 129,087 - 1,755,641
102,314,117 5,586,528 - 107,900,645
111,479,734 42,337,380 (47,201,874) 106,615,240
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Business-type Activities (continued)

Non-major Funds:

Non-Depreciable Assets:
Land and Land Rights

Total Non-Depreciable Assets

Depreciable Assets:
Land Improvements
Buildings and Structures
Machinery, Equipment and Fixtures
Vehicle and Buses

Total Depreciable Assets

Total Capital Assets

Less Accumulated Depreciation:
Land Improvements
Buildings and Structures
Machinery, Equipment and Fixtures
Vehicle and Buses

Total Accumulated Depreciation
Net Capital Assets

City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS

June 30, 2004

Beginning

Balance, Ending

As Restated Increase Decrease Balance
5,169,374 - $ 5,169,374
5169.374 - 5,169,374
8,020,719 - 8,020,719
5,272,287 - 5,272,287
1,703,438 25,878 1,729,316
1,047,009 435,106 1,482,115
16.043.453 460,984 16,504,437
21,212,827 460,984 21,673,811
5,557,376 401,035 5,958,411
4,026,473 51,668 4,078,141
1,348,032 89,624 1,437,656
551,180 79.374 630,554
11.483.061 621.701 12,104,762
9,729,766 (160,717) $ 9,569,049
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School District of the City of Detroit:

Non-Depreciable Assets:
Land and Land Rights
Construction in Progress

Total Non-Depreciable Assets

Depreciable:
Buildings and Structures
Land Improvements
Buses and Other Vehicles
Machinery, Equipment, and Fixtures

Total Depreciable Assets
Total Capital Assets

Less Accumulated Depreciation:
Building and Structures
Land Improvements
Buses and Other Vehicles
Machinery, Equipment, and Fixtures

Total Accumulated Depreciation

Net Capital Assets
Other Component Units:
Non-Depreciable Assets:
Land and Land Rights

Works of Art
Construction in Progress

Total Non-Depreciable Assets

Depreciable:

Land and Leasehold Improvements
Buildings and Structures

Facility and Steamline

Works of Art

Machinery, Equipment and Fixtures
Vehicles and Buses

Total Depreciable Assets
Total Capital Assets

Less Accumulated Depreciation

Net Capital Assets

City of Detroit, Michigan

NOTESTO BASIC FINANCIAL STATEMENTS

June 30, 2004

Beginning

Balance, Ending

As Restated Additions Retirements Balance
16,029,722 39,408,081 (10,2000 $ 55,427,603
621,331,015 267,391,543 (456,222.486) 432.500,072
637,360,737 306,799,624 (456,232.686) 487,927,675
735,829,867 275,012,269 (1,079,831) 1,009,762,305
25,932,533 37,587,411 (113,265) 63,406,679
41,885,339 1,428,099 — 43,313,438
53.633.799 112,491,220 (61.387) 166,063,632
857,281,538 426,518,999 (1,254 483) 1,282.546.054
1494642275 733.318.623 (457.487.160) 1.770.473.729
325,284,364 15,133,199 (1,039,569) 339,377,994
9,050,585 1,877,300 (8,993) 10,918,892
24,108,917 3,063,182 — 27,172,099
22.912.305 15.024.835 25.886 37,063,026
381,356,171 35,098,516 (1,022,676) 415,432,011
1,113,286,104 698,220,107 (456,464,493)  $ 1,355,041,718
7,789,061 30,242,952 — $ 38,032,013
3,216,175 — — 3,216,175
7,159,936 23,942,191 (1,594,751) 29,507,376
18,165,172 54,185,143 (1,594,751) 70,755,564
188,444 — - 188,444
77,881,501 159,405,404 (941,614) 236,345,291
513,008,682 614,615 — 513,623,297
18,745,260 10,276,083 — 29,021,343
118,157,367 152,958,668 — 271,116,035
383,024 — — 383,024
728,364,278 323,254,770 (941 .614) 1.050.677.434
746,529,450 377,439,913 (2,536,365) 1.121.432.998
368,550,253 146,285,747 — 514,836,000
377,979,197 231,154,166 __ $ (2,536,365 _$ 606,596,998

(Continued)



City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS
June 30, 2004

8. Deferred Revenue: Deferred revenue represents revenue received, but for which the revenue recognition criteria
have not been met. Accordingly, these revenues are deferred until such time as the revenue recognition criteria are
met.

9. Due from/to Component Units: Due from/to component units consists of sales, charges for services, and property
tax revenue to the District, DPL, EDC, and DTC.

B. LIABILITIES

1. Commitmentsand Contingencies

a. Lawsuitsand Claims: The City is a defendant in numerous lawsuits and is aso subject to other claims. It has
been the City’ s experience that lawsuits and claims are settled for amounts less than the stated demand. While
it is not possible to determine the final outcome of these lawsuits and claims exactly, the City and its Legal
Department have estimated that the liability for all such litigation and claims approximates $121.9 million for
governmental activities.

b. Grant Audits: Severa of the City’s funds participate in a number of federally assisted grant programs,
principal of which are the Community Development Block Grant, Low Income Housing Subsidies, Head Start,
Job Training Partnership Act, DDS Work First/Edge, and Substance Abuse Programs. These programs are
subject to program compliance audits by the grantors or their representatives. The audits of these programs
prior to and/or including the year ended June 30, 2004 have not been conducted and/or completed. Accordingly,
the funds’ compliance with applicable grant requirements will be established at some future date. The amount,
if any, of expenditures that may be disallowed by the granting agencies cannot be determined as of June 30,
2004. Since the City believes such adjustments, if any, will not be material, no provision for possible
adjustments has been made.

c. Detroit Housing Commission Grant Audits: Effective July 1, 2003, the City of Detroit changed its
presentation of the Detroit Housing Commission (DHC) to a discretely presented component unit of the City.
The DHC received a qualified opinion on their June 30, 2004 financial statements. Their opinion was qualified

based on several issues including the following:

1) The DHC has contingent liabilities to the Department of Urban Development (HUD), which are not recorded on
the DHC's financial statements. In April of 2003, HUD issued a Management Review of the Detroit Housing
Commission. Thisreport outlined questioned costs and unsupported expenses amounting to $14,236,946. These
amounts are summarized below:

Grant Name Amount
Low Income Housing Grant $ 5,722,600
PHDEP 5,359,891
Capitd Projects Grant 4,577,932
Tota 15,660,423
Less. Amount not drawn down
from HUD (1,423,477)
_$ 14236946
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2) On May 16, 2001, the HUD Office of the Inspector General issued an Audit report concerning the HOPE VI
Program. The report outlined $18,291,476 in questioned costs due to HUD. Due to on-going negotiations, the
balance of this liability is $6,480,057 at June 30, 2004. This amount is included as a non-current liability in the
DHC's financial statements at June 30, 2004. These liabilities were incurred while the DHC was reported as a
department of the City; therefore, both of the contested amounts of $14,236,946 and $6,480,057 have been
recorded in the City’ s government-wide financial statements.

d. Rate Matters:. The Sewage Disposal Fund is a party to certain challenges and disputes related to its
wastewater treatment rates by various groups and governmental entities. The challenges address the
reasonableness of the overall revenue requirement to be attained, certain cost allocation methods, and ultimate
amounts billed. Settlement discussions are ongoing and the ultimate resolution is not currently known.

e. Block Grant Funds: Several revitalization projects in the City have used acombination of financing from
governmental and private sources. One of the sources of governmental financing has been Section 108 loan
notes from the Federal Government.

As of June 30, 2004, future Block Grant Funds of $22,523,000 were pledged as collateral for the amounts
owed to the Federal Government under Section 108 of the Housing and Community Development Act of 1974,
as amended. In addition, the City was previously authorized to use Block Grant Funds totaling $66,962,000 for
the Central Industrial Park Project. At June 30, 2004, $2,807,435 is outstanding against this advance.

f. Greater Detroit Resource Recovery Authority (Authority): 1n 1991, the Authority sold its waste-to-energy
facility to private investorsin a sale-leaseback transaction for $634.9 million. The purchase price was paid with
$127 million in cash, mortgage notes of $342.7 million, and future assumption of revenue bonds payable in the
amount of $165.2 million. The purchasers agreed to lease the facility to an outside contractor for an initial
lease term of 18 years. The outside contractor will continue to operate the facility under a supplemental
operating agreement with the Authority, which results in the Authority assuming most of the lease obligations.
Upon expiration of the initial lease term, the Authority has options to renew the lease or to repurchase the
facility. The City, under the supplemental service contract, has agreed to pay supplemental tipping fees to the
Authority sufficient to, among other things, meet these obligations. The lease payments approximate the
amortization of the mortgage notes. The cash proceeds from the sale of the facility will be reported as a finance
obligation until the Authority’ s repurchase option is exercised or expires, at which time the gain on the sale will
be recognized. Additionally, in 1991 the Authority distributed $54 million of the cash proceeds to the City,
which was reflected as a reduction of the Authority’s equity.

Future minimum |lease payments for each of the next five years for the initial lease term are as follows: 2005 —
$59,297,765; 2006 — $51,419,062; 2007 — $52,521,466; 2008 — $ 34,719,333 and 2009 — $34,719,333.

g. Other Contingencies. The General Fund has a contingent liability for the obligations of all other City funds
should such funds be unable to generate sufficient funds to liquidate their liabilities. In particular, the Airport,
Detroit Transportation Corporation, and Transportation Fund have received varying levels of subsidy from the
General Fund to fund operating requirements.

h. Construction Commitment: The City has commitments for future construction contracts. Construction in
progress and remaining commitments at June 30, 2004 are as follows:
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Spent to
June 30, 2004 Remaining
Public protection $ 43,352,986 $ 226,635
Municipal facilities 29,355,400 7,264,435
Cultural and recreational 77,354,682 30,866,727
Human services 1,288,329 884,201
Municipal services 1,755,560 9,319,977

$ 153,106,957 $ 48,561,975

i. Risk Management: The City is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; injuries to employees; and natural disasters. During fiscal 1995, the City issued
$100 million of Self-insurance Bonds, and a portion of proceeds were used to reimburse the General Fund for
all of its fiscal 1995 legal judgments and workers' compensation claim payments ($41.0 million). The bonds
require that remaining funds be used for self-insurance activities. Self-insured among other covered losses are
liabilities for workers' compensation, legal, and disability benefits. The City currently reports the risk
management activities of non-Enterprise Funds and DDOT in its General Fund. Each fund pays insurance
premiums to the General Fund based on past claims activities. Amounts remaining related to self-insurance
have been restricted. Because DDOT is included in the General Fund’s risk management activities, it does not
record aliability initsfinancial statements.

Risk management activities for the other Enterprise Funds are recorded and reported separately in those funds.
The Library, adiscretely presented component unit, reimburses the City for all costsincurred related to workers
compensation. The Library records the liability in itsfinancial statements.

At June 30, 2004, the amount of the workers’ compensation, legal claims and judgments, and disability benefits was
estimated at $187.3 million for the primary government. The City has recognized a liability that approximated
$8.8 million in the General Fund as of June 30, 2004 for public liability and workers compensation claims that
were due as of year- end. All other claims liabilities are considered to be long-term liabilities and are
recognized in the government-wide financial statements. This liability is the City’'s best estimate based on
available information. Changes in the reported liability for the years ended June 30, 2004 and 2003 were as

follows:
(In Millions)
June 30, 2004 June 30, 2003
Balance at Beginning of Y ear $ 178.8 $ 203.9
Current Y ear Claims and Changesin Estimates 117.7 61.0
Claims Payments (109.2) (86.1)
Balance at End of Year $ 187.3 $ 178.8

Claims, expenditures, and liabilities are reported in accordance with GASB No. 10, Accounting and Financial
Reporting for Risk Financing and Related Insurance Issues (as amended by GASB No. 17), when it is probable
that an asset has been impaired or aliability has been incurred and the amount of that loss can be reasonably
estimated. These lossesinclude an estimate of claims that have been incurred but not reported.

As aresult of the issuance of the Self-insurance Bonds and the operations of the Self-insurance Reserve Fund,

at June 30, 2004 the General Fund has reserved $35.9 million for the purpose of funding the City’s future
claimsliabilities.
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2. Other Commitments: The City has entered into various noncancelable operating leases for various
equipment. The commitments under such lease agreements provide for minimum annual rental payments as
follows:

Fiscal Y ear Ending:

2005 $ 14,080,982
2006 12,820,755
2007 7,940,355
2008 2,548,570
2009 5,620,877
2010 4,513,420

Total Minimum Payments $ 47,524,959

Rental expense for all operating |eases approximated $30.5 million for the year ended June 30, 2004.

Long-term Obligations: Long-term obligations are reported by the City as general long-term obligations if the
obligation is to be repaid from Governmental Fund resources, or as long-term obligations — Enterprise Funds if the
obligation is to be repaid from funds other than Governmental Fund resources. Interest rates range from 2.42% to
7.97% for governmental activities, 2% to 7.75% for business-type activities and 2.90% to 9.375% for component
units.

The Michigan Constitution established the authority, subject to constitutional and statutory prohibition, for
municipalities to incur debt for public purposes. The City is subject to the Home Rule Act, Act 279 Public Acts of
Michigan, 1909, as amended, which limits the net indebtedness incurred for all public purposes to as much as, but
not to exceed, the greater of the following: (a) 10% of the assessed value of all the real and personal property in the
City, or (b) 15% of the assessed value of al the real and persona property in the City if that portion of the total
amount of indebtedness incurred which exceeds 10% is, or has been, used solely for the construction or renovation
of hospital facilities.

The various bond indentures contain significant limitations and restrictions on annual debt service requirements,
maintenance of and flow of monies through various restricted accounts, minimum amounts to be maintained in
various sinking funds, and minimum revenue bond coverage.

Debt Issuances and Refunding Bonds

Governmental Activities:

In September 2003, the City issued $35,603,138 of Convention Facility Specia Tax Revenue and Revenue
Refunding Bonds for improvements to Cobo Hall and $55,280,000 to refund series 1993 Bonds. The bonds mature
beginning on September 30, 2004, with an average yield of 3.8%.

In September 2003, the City issued $70,025,000 of Self-Insurance Bonds Limited Tax to fund the payment of
claims and $28,870,000 to refund outstanding self-insurance bonds. The bonds mature beginning June 30, 2006,
with an average yield of 4.59%.

In October 2003, the City issued $44,020,000 of GO. Unlimited Tax Bonds for capital improvements to various
General City Agencies. Additionally $10,770,000 of refunding bonds were issued to refund Series 1993
Distributable State Aid Bonds. The bonds mature beginning April 1, 2006, with an average yield of 4.36%.
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In March 2004, the City issued $29,825,000 of Capital Improvement Bonds (Limited Tax General Obligation) to
acquire vehicles and equipments. Additionally $11,935,000 of refunding bonds were issued to refund outstanding
bonds. The bonds mature, beginning April 1, 2005, with an average yield or 2.3%.

In June 2004, the City issued $61,070,000 of General Obligation Fiscal Stabilization Bonds (Limited Tax General
Obligation) to fund a portion of the City’s accumulated operating deficit. The bonds mature, beginning April 1,
2005, with an average yield of 3.37%. State legislature authorizes municipalities to establish budget stabilization
fundsfor the purpose of providing a method of stabilizing financial operations.

In prior years, the City defeased certain bonds by placing the proceeds of new debt in an irrevocable trust to provide
for al future debt service payments on the prior debt. Accordingly, the trust account assets and the liability for the
defeased debt are not included in the City’s financial statements. The amount of defeased debt outstanding at
June 30, 2004 approximated $67.8 million.

Business-type Activities:

Sewage Disposal Fund:

Swap Termination Payment: During the year ended June 30, 2004, the Sewage Disposal Fund and its
counterparty terminated a forward starting swap agreement related to the issuance of debt in fiscal year 2005. The
Fund received a termination payment in the amount of $14,056,137 that has been deferred to offset future debt
service. The proceeds will be recognized over the life of the debt that will be issued in fiscal year 2005 using the
straight-line method.

The outstanding indebtedness of the Fund was $2,375,152,599 at June 30, 2004. The interest rates on the
outstanding bonds range from 4.2% to 6.5%. Net revenues of the Fund are pledged to repayment of bonds. In fiscal
2004, the Fund issued $101,435,000 of City of Detroit, Michigan Sewage Disposal System Senior Lien Revenue
Refunding Bonds, Series 2004-A. The net proceeds of the 2004-A Bonds will be used to refund certain of the City’s
outstanding Senior Lien Bonds and to pay cost of issuance associated with the 2004-A Bonds.

A portion of the Senior Lien Revenue Refunding Bonds, Series 2004-A was used to advance-refund $38,135,000 of
the outstanding Sewage Disposal System Revenue Bonds, Series 1995-A, and $65,710,000 of Sewage Disposal
System Revenue Bonds, Series 1997-A. The net proceeds of $112,856,821 (after receiving a premium of
$12,830,333 and payment of $1,408,512 in underwriting fees, insurance, and other issuance costs) were used to
purchase U.S. Government securities. Those securities were deposited in an irrevocable trust with an escrow agent
to provide for all future debt service payments on the 1995-A Series and 1997-A Series bonds. As a result, the
1995-A Series and 1997-A Series bonds are considered to be partially defeased, and a portion of the liability for
those bonds has been removed from the bal ance sheet.

The advance refunding resulted in a difference between the reacquisition price and the net carrying amount of the
old debt of $4,938,589. This difference, reported in the financial statements as a deduction from bonds payable, is
being charged to operations through the year 2024 using the straight-line method. The Fund completed the advance
refunding to reduce its total debt service payments over the next 20 years and to obtain an economic gain
(difference between the present values of the old and new debt service payments) of $3,398,743.

The Fund defeased certain bonds by placing the proceeds of new bonds in an irrevocable trust to provide for all
future debt service payments on the old bonds. Accordingly, the trust account assets and the liability for the
defeased bonds are not included in the Fund’'s financial statements. Similarly, the interest expense related to the
defeased bonds and the related interest income earned on the escrow fund investments have not been recognized in
the statements of revenues, expenses, and changes in fund net assets. As of June 30, 2004 $490,565,000 of bonds
outstanding are considered defeased.

Bonds outstanding at June 30, 2004 included $1,556,769,307 of bonds callable at various dates after July 1, 2004.
These bonds are callable at varying premiums, depending on the issue and length of time to maturity.
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Subsequent to year-end, the Fund received loans from the Michigan Municipal Bond Authority Michigan State
Revolving Loan Fund Program in the amount of $28,458,285 for the construction of facilities. The outstanding
indebtedness of the Fund for evenue bonds was $1,713,435,000 at June 30, 2004. The interest rates on the
outstanding fixed-rate revenue bonds range from 4.30% to 6.38%. Net revenues of the Fund are pledged to
repayment of bonds.

Water Fund:

Swap Termination Payment: During the year ended June 30, 2004, the Water Supply System Fund and its
counterparty terminated a forward starting swap agreement related to the issuance of debt in fiscal year 2005. The
Fund received a termination payment in the amount of $16,943,863 that has been deferred to offset future debt
service. The proceeds will be recognized over the life of the debt that will be issued in fiscal year 2005 using the
straight-line method.

In fiscal 2004, the Fund issued $240,600,000 of City of Detroit, Michigan Water Supply Sysem Revenue Senior
Lien Bonds consisting of; $77,010,000 of City of Detroit, Michigan Water Supply System Revenue Refunding
Second Lien Bonds (Variable Rate Demand) Series 2004-A; and $163,590,000 of City of Detroit, Michigan Water
Supply System Revenue Refunding Senior Lien Bonds (Variable Rate Demand) Series 2004-B. The net proceeds
were used to refund a portion of the City’s outstanding Water Supply System Revenue Bonds and Revenue
Refunding Bonds and to pay cost of issuance associated with the 2004 Bonds.

The proceeds of the Revenue Refunding Second Lien Bonds, Series 2004-A were used to advance-refund
$70,830,000 of outstanding Water Supply System Revenue Second Lien Bonds, Series 1995-A, maturing in the
years 2015 and 2025 with an average interest rate of 5.5%. The net proceeds of $76,165,192 (after payment of
$844,808 in underwriting fees, insurance, and other issuance costs) were used to purchase U.S. Government
securities.

The proceeds of the Revenue Refunding Senior Lien Bonds, Series 2004-B were used to advance-refund
$12,610,000 of outstanding Water Supply System Revenue and Refunding Bonds, Series 1993, maturing serially in
the years 2005 through 2009; $30,000,000 of Series 1993 Term Bonds, maturing in the year 2013; $58,030,000 of
Series 1993 Term Bonds, maturing in the year 2019; and $54,940,000 of Series 1993 Term Bonds, maturing in the
year 2023. The net proceeds of $161,794,783 (after payment of $1,795,217 in underwriting fees, insurance, and
other issuance costs) were used to purchase U.S. Government securities.

Those refunded securities were deposited in an irrevocable trust with an escrow agent to provide for all future debt
service payments on the 1993 Series Bonds and provided for partial future debt service payments on the 2001-A
Series Bonds. As a result, the 1993 Series Bonds and a portion of the 2001-A Series Bonds are considered to be
defeased, and the liability for those bonds has been removed from the balance sheet.

The advance refunding resulted in a difference between the reacquisition price and the net carrying amount of the
old debt of $18,639,245. This difference, reported in the financial statements as a deduction from bonds payable, is
being charged to operations through the year 2025 using the straight-line method. The Fund completed the advance
refunding to reduce its total debt service payments over the next 21years and to obtain an economic gain
(difference between the present values of the old and new debt service payments) of $12,105,118.

The Fund defeased certain bonds by placing the proceeds of new bonds in an irrevocable trust to provide for all
future debt service payments on the old bonds. Accordingly, the trust account assets and the liability for the
defeased bonds are not included in the Fund’s financial statements. Similarly, the interest expenses related to the
defeased bonds and the related interest income earned on the escrow fund investments have not been recognized in
the statements of revenues, expenses, and changes in fund net assets. As of June30, 2004, approximately
$546,360,000 of bonds outstanding are considered defeased.

Bonds outstanding at June 30, 2004 include $1,390,050,000 of bonds callable at various dates after June 30, 2004.
These bonds are callable at varying premiums, depending on the issue and length of time to maturity.
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Automobile Parking Fund:

Swap Termination Payment: During the year ended June 30, 2004, the Automobile Parking Fund and its
counterparty terminated a swap agreement related to the issuance of debt in fiscal year 2000. The Fund received a
termination payment in the amount of $4,077,469. The proceeds will be recognized over the remaining life of the
debt for which the swap was issued using the straight-line method.

Component Units:

As of June 30, 2004 of this year, the School District had $1.502 billion in bonds outstanding, plus $45.7 million in
unamortized bond premium, for atotal of $1.547 billion.

Subsequent to year end, the School District repaid the $195,535,000 and $70,000,000 notes due August 2004 and
borrowed $210,000,000 at 1.55 percent annual interest on a new State Aid Anticipation Note. The note, plus
interest, is due in August 2005. At June 30, 2004, Detroit Public Schools has accrued interest of $1,879,388 on
these notes.

During the year, the school district issued $17,330,000 in general obligation bonds with an average interest rate of
4.00 percent. The proceeds of the bonds were used to advance refund $7,800,000 of Series XXI bonds with an
average interest rate of 7.00 percent and $9,150,000 of the Series X XII bonds with an average interest rate of 9.35
percent. The net proceeds of approximately $17.1 million were placed in an irrevocable trust.

In prior years, the District defeased certain bonds by placing the proceeds of new bonds in an irrevocable trust to
provide for all future debt service payments on the old bonds. Accordingly, the trust accounts assets and liabilities
for the defeased bonds are not included in the financial statements. The amount of defeased debt outstanding at
June 30, 2004 approximated $66.1 million.
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Retired Year Ended
June 30, 2004 Outstanding June 30, 2004
Bond Amount Interest Range of Maturity
Date Issued Rate Amount Interest Rates Date Amount
Governmental Activities. (NoteA)
Genera Obligation Bonds- Unlimited Tax
Series 1995-B......veereererreeeieens 8-1-95 $ 183450000 7% $ 17050000 6.25t06.38%  4/1/05-11 $ 99,470,000 c
SerieS1996-A....covvvvvereereereeneireenns 11-1-96 22,195,000 - - 520t0550 4/1/08-16 20,470,000 ¢
Series1996-B......oveerveverriireieiens 11-1-96 1,350,000 4.80 165000 4.90t05.00 4/1/05-06 350,000
Series 1996-B........cveevereeeienes 11-1-96 21,975,000 - - 510to550 4/1/07-15 21,975,000 ¢
Series 1997-A...veeeeeeeeen, 12-15-97 29,605,000 - - 500to550 4/1/08-18 29,120,000 ¢
Series 1997-B......ccveeveereenne 12-15-97 12,860,000 440 235000 4.40t0550 4/1/05-07 8,865,000
Series 1997-B......vcveeeecreeienn 12-15-97 22,945,000 - - 500t05.38 4/1/08-14 22,945,000 ¢
SerieS1999-A....oveerereessereinnns 4-1-99 13,975,000 - 300,000 5.00 4/1/08 1,705,000
SerieS1999-A.....vvveeeereireereinnns 4-1-99 30,125,000 - - 500t0525 4/1/09-19 30,125,000 ¢
Series1999-B........cveveeecrerene 11-15-99 14,725,000 - - 5.00 4/1/08-09 3,825,000
Series 1999-B......ccveeceerreerennes 11-15-99 30,275,000 - - 5125t06.00  4/1/10-19 30,275,000 ¢
Series 2000-AMT ..., 2-15-00 9270000 5.00 975000 500t05.75 4/1/05-09 5,680,000
Series 2000-AMT .o 2-15-00 1,335,000 - - 575 4/1/10 1,335,000 c
Series 2001 A (1) .coeeeeeereerrereenns 7-15-01 16,800,000 - -  3625t0550  4/1/06-11 16,800,000
Series 2001 A (1).coeeeeeeereeneereenns 7-15-01 83,200,000 - - 50t05315 41/12-21 83,200,000 ¢
SerieS 2001-A(2).overevereerrereenes 7-15-01 5,000,000 - - Vaigle 4/1/2022 5,000,000 c
Series 2001-B......covvceveeereeeeeens 7-15-01 23560000 325 1,250,000 350t0550 4/1/05-11 22,310,000
Series 2001-B.......ccvevveererreereieens 7-15-01 23,235,000 - - 5.375 4/1/12-14 23,235,000
IS7= (1= 5770,0 NS 8-2-02 13840000 300 1,560,000 3.00t04.00 4/1/05-10 10,420,000
SerieS2002......cerereerereereee 8-2-02 31,160,000 - - 4.00t0o550 4/1/11-22 31,160,000 ¢
Series2003A.....eeeereeenne 10903 7,065,000 - - 370t05.00 4/1/10-12 7,065,000
Series2003A.....eeeereeenne 10903 36,955,000 - - 4.00t05.25 4/1/13-23 36,955,000 ¢
Series 2003B.......covvveereenieirnens 10903 10,770,000 - 10,770,000 3.0t05.00 4/1/2006 0
Didtributable State Aid Bonds:

Series1993......crereieeeeeeeeeens 12-1-93 136,675,000 4.90 10,050,000 5.00t05.25 5/1/05-09 58,365,000

Total General BoNdS - UNTMITEA TAX......ccivcueececiceierceesce e ssssssssssssssesssssssessssssssssssssssssssssssesssssssssssssssssssssssssssssssssssssssssssss 570,650,000

1 - interest rate equal to the Dutch Auction Rate.

2 -interest rate equal to 1 1/4% in excess of the cost of funds. The cost of funds shall be the rate quoted by the registered holder of the bonds.

¢ -indicates bonds are callable under terms specified in the indenture; al other bonds are noncallable.
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¢ —indicates bonds are callable under terms specified in the indenture; all other bonds are noncallable

Retired Y ear Ended
June 30, 2004 Qutstanding June 30, 2004
Bond Amournt Interest Range of Maturity
Date | ssued Rae Amount |nterest Rates Date Amount
Generd Obligation Bonds- Limited Tax:
Sdf-Insurance Bonds:
Series 1995-B.......veeereererieennes 6-1-95 $ 40,000,000 6.83% $ 28,870,000 % - % -
Series2003.......oceeeeveveneeennee.. - 91/2003 98,895,000 - - 242104.97 5/1/2006 98,895,000
Generd Obligation:
SErieS 1997 5197 3,300,000 495 535,000 5.05t05.20 7/15/04-06 1,770,000
SEieS1997.....eeeea 5197 13,665,000 - - 5.25106.25 7/15/07-20 13,665,000
Series 2002A......ceeeeee s 6-27-02 52,725,000 450 12,010,000 45t05.0 4/1/05-21 39,560,000
Series2004A......ceeeeeean, 3-12-04 41,760,000 - - 1.05t05.0 4/1/05-09 41,760,000
Series 2004Fiscd Stabilization.. 6-17-04 61,070,000 - - 3.0t05.0 4/1/05-09 61,070,000
Total General Bonds- Limited Tax 256,720,000
0= = a1= = [ 0] 10 827,370,000
Detroit Building Authority Bonds:
District Court Madison Center
Project, Series1996 A.......cvveveveennne 9-1-96 2,770,000 6.15 780,000 6.15 2/1/05-06 1,990,000
9-1-96 7,230,000 - - 6.15 2/1/07-11 7,230,000
9-1-96 1,000,000 - - Variable 21111 1,000,000
Series 1996 B.......cccveveeee e 9-1-96 6,910,000 797 586,478 797 7/1/04-06 1,193,826
Total Detroit Building Authority Bonds. 11,413,826
Total General OblIGatioN BOMNGS...........ccooieiiriiiieeeee ettt bbbttt bbb bbb s ssssssssesessssss s s s sssasasasasasassssssssssesesasasasesanes 838,783,826
Revenue Bonds
Convention Fecility Limited Tax Revenue Bonds- Cobo Hall Expansion:
Series1993.......eeeee s 9193 167,050,000 575 78,515,000 5.10t05.75 9/1/04-07 44,485,000
Series 2003.......cveeeeeeee s 9-18-03 90,883,138 - - 2.0-5.0 09/30/4-15 90.883.138
TotaConventional Facility Limited Tax Revenue Bonds-Cobo Hall EXDaNSION..........cccvreenerereeeessessesssssssssssesesesssssseenes 135,368,138
QLI = T =TT o OO TR $ 974151964
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Retired Y ear Ended
June 30, 2004 QOutstanding June 30, 2004
Bond Amount Interest Range of Maturity
Dae Issued Rae Amourt Interest Rates Dae Amourt
Busness type Activities
Sawage Digposd Fund
Sawage Disposa Sysem Revenue Bonds (note B):
Series 1992-A-SRF (5044-01)............... 6-25-92 $ 4360000 200% $ 220,000 2.00% 410513 $ 2,175,000
Series 1992-B-SRF (5070-01)............... 9-10-92 1915000 200 95,000 2.00 10/1/04-13 1,050,000
SerieS 1993-A....ooirreeeieie i 3-9-93 45,850,000 Vaious 11,785,000 - - -
Series 1993-B-SRF (5091 & 5092)....... 9-30-93 6,60399% 200 315,000 2.00 10/1/04-14 3,910,000
SerieS 1995-A....reeeeeneeseiseeseieeens 11-1-95 14,630,000 470 2,600,000 5.00t06.00 71172004 2,715,000
SerieS 1995-A.....ueeeie e 11-1-95 117,800,000 Various 38,135000 5.00t05.25 7/1/05-16 9,655,000
SerieS 1995-B......coeeererrererireeeeeneeneens 11-1-95 45040000 470 1,865,000 4.80 71172004 1,960,000
Series 1995-B 11-1-95 80,255,000 - - 490t06.25 7/1/05-21 80,255,000
Series 1997-A 6-15-97 55625000 450 4,300,000 4.60t06.00 7/1/04-06 35,865,000
SerieS 1997-A....ooeeeneeeeeseeeeeeens 6-15-97 206,869,128 - 65,710,000 5.00t06.00 7/2/07-27 106,799,128
5430174 225 235,000 225 10/1/04-18 4,245,000
69,000,000 - - 4512 7/2/04-23 68,400,000
68,955,000 - - 4512 7/1/04-23 68,200,000
Series 1999-SRF-1 (5126-01)................ 6-24-9 21475000 250 905,000 2.50 4/1/05-20 17,985,000
Series 1999-SRF-2 (5143-01)......ccovevenee 9-30-99 46,000,000 250 1,795,000 2.50 10/1/04-20 44,205,000
Series 1999-SRF-3 (5144-01)......cceenee 9-30-99 20255633 250 1,275,000 250 10/1/04-20 25,530,633
Series 1999-SRF-4 (5175-01).....ccveennee 9-30-99 40655000 250 1,670,000 2.50 10/1/04-20 35,775,000
Series 1999-A 7225000 450 2,190,000 4.625t05.00 7/2/04-09 1,515,000
Series 1999-A 295,770,178 - - 5125t06.00 7/2/10-29 37,620,179
Series 2000-SRF-1 (5143-02).......ccnnee. 9-28-00 46593256 250 2,085,000 250 10/1/04-22 44,508,256
Series 2000-SRF-2 (5175-02).......veeene. 9-28-00 57,839,727 250 2,535,000 2.50 10/1/04-22 55,304,727
Series 2001-SRF-1 (5175-03).....ccveeenee 6-28-01 82,200,000 - - 250 10/1/04-24 82,200,000
Series 2001-SRF-2 (5175-04)... . 62801 57,195,868 - - 2.50 10/1/04-24 57,195,868
Series 2001-A....oceeeeeenne . 91501 76,375,000 - - 500t05.13 7/1/22-31 76,375,000
Series2001-B..... 91501 110,550,000 - - 550 7/1/23-29 110,550,000
Series 2001-C(1) . 92301 159970000 443 345,000 443 7/1/04-27 156,860,000
S5 (1772001 (0 2] S 92301 127165000 447 225,000 4.47 7/1/04-24 124,735,000
[S'= (155770 01 B N 92301 92,450,000 - - 5.50 71172032 92,450,000
SerieS 2001-E.....veveeereeneeneieieeneene, 92301 139,080,000 - - 438 7/1/24-31 139,080,000
Series 2002 SRF-1 (5204-01)................ 10-27-01 17,491,081 - 745,000 250 4/1/05-23 16,746,081
Series 2002-SRF-2(5204-02).......c.ccene.. 10-27-01 1,191,123 - 75,000 2.50 4/1/05-33 1,116,148
SerieS2003-A...coeeeieieeisisse s, 5-22-03 158,000,000 3.00 3,485,000 5.00 7/1/04-13 154,515,000
Series 2003-A 441,380,000 - - 5.00 7/1/14-32 441,380,000
Series 2003-B 150,000,000 - - Vaidde 7/1/32-33 150,000,000
Saies 2003-SRF1(5204-04)............... 6-28-03 15,339,190 - - 2.50 10/1/06-25 15,339,190
Series 2003-SRF-2(5204-03)........coneen. 9-25-03 7,502,389 - - 250 4/1/06-25 7,502,389
SerieS2004-A....oveeeeeieeie e 1-9-04 101,435,000 - - 200to525 7/1/04-25 101.435000
Total Sewage Diposal SySEM REVENUE BONGS..........ccoruiiererieriereeneenissetssissesessstssssssss s sssssesssssssssssssssssssssssssssssssssssssssssssssessns $ 2375152599

¢ - indicates bonds are callable under terms specified in the indenture; all other bonds are noncallable
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Retired Y eer Ended
June 30, 2004 Outstanding June 30, 2004
Bond Amount Interest Range of Maturity
Date |ssued Rate Amount Interest Rates Date Amount
BusinesstypeAdctivities:
Water Fund
Water Supply System Revenue Bonds (notes C and D)

Series 1993.. .. 101593 $ 38225000 465% $ 157490000 4.70t065% 7/1/0415 $ 14,270,000

Series 1993...... ... 101593 128,035,000 - - 470t06.50  7/1/04-23 12,910,000

Series 1995A......ceeeeeeeeneein, 10-15-95 102,100,000 4.70 73495000 4.70to555  7/1/04-12 70,130,000

Series 1995A... . 101595 70,830,000 - - 5.50 7/1/13-25 12,150,000

Series 1997A.....rereneies 9-1-97 20,080,000 440 3845000 4.30to525  7/1/04-06 12,655,000

Series 1997A.....rencireies 9-1-97 186,220,000 - - 480t06.00 7/1/07-27 186,220,000

Series 1997B.......oceeveeeeeeneineens, 9-1-97 30,555,000 6.00 6,655,000 5.0t05.25 7/1/04-06 22,040,000

Series 1999A....... e 11-1-99 18,000,000 4.50 2,000000 4.50t05.25  7/1/04-09 12,000,000
Series1999A.......oeeeireeeeneieene 11-1-99 238,340,000 - - 5125t0575  7/1/10-18 58,700,000
Series2001A......co e 5-1-01 302,485,000 - - 450t05.75  7/1/11-33 167,675,000

Series 2001B.......coeeencereeenieneenn, 5-1-01 108,985,000 - - 450t0550 @ 7/1/12-33 108,985,000

Series 2001C 6-7-01 192,290,000 - - Vaidde 7/1/04-29 192,290,000

Series 2003A... 1-28-03 234,805,000 - - 475t0525 7/1/04-34 234,805,000

Series 2003B.... 1-28-03 172,945,000 - - 20to525 7/11/04-34 172,945,000

Series 2003C.... 1-28-03 46,355,000 2.00 2665000 20t05.25 7/1/04-22 43,690,000

Series 2003D 1-28-03 151,370,000 - - Vaidde 7/2/04-34 151,370,000

Series 2004A.......oveeireeneeneieens 504-04 77,010,000 - - 394 7/2/04-23 77,010,000
Series2004B.......coeeeeeieenneieen, 504-04 163,590,000 - - 394 7/1/04-23 163,590,000

Total Water Supply System REVENUE BONGS..........c.oveurieeirereireeiree et ssessssesssessssessssssssssssssssssssssssssnsnes $ 1,713435,000

Automobile Parking Fund
Detroit Building Authority Bonds - Revenue Refunding Bonds:

Parking & Arena Sysem-Series 1997A...  2-15-97 $ 3050000 005% $ 340000 460t04.80% 7/1/04-06 $ 1,110,000
Parking & Arena System-Series 1997B...  2-15-97 37,695000 6.60 4250000 6.68t06.79  7/1/04-06 14,535,000
Parking & Arena System-Series 1998A...  7-1-98 8385000 450 925,000 450 7/1/04-03 4,140,000
Parking & Arena System-Series 1998A...  7-1-98 18,615,000 - - 470t0525  7/1/08-19 18,615,000
Parking & Arena System-Series 1999A...  10-22-99 29,900,000 7.75 400,000 7.75 7/18/04-29 28,700,000

Total Detroit Building Authority Revenue Refunding Bonds.....

TOtal BUSINESSLYPE BONUS........cuceeiieicieireieisceis sttt sttt ese s s et st et s e e s s e st e st ae st nessssessseessseesssnesnsssnssrennsnen $ 4,155,687,599

67,100,000

Note A - Asof June 30,2004, the City had $59,120,000 in outstanding Genera Obligation Bonds which have been defeased or advanced refunded.
Note B - As of June 30,2004, the City had $490,565,000 in outstanding Sewage Disposal System Revenue Bonds which have been defeased

or advanced refunded.

Note C - Stated Principal amount of State Revolving Fund Bonds issued as part of the State of Michigan's Revolving Loan Program. Asthe
System draws additional amounts from time to time heregfter, the outstanding principa amounts of such Bonds will correspondingly increase.
Note D - As of June 30,2004, the City had $546,360,000 in outstanding Water Supply System Revenue Bonds which have been defeased

or advanced refunded.
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City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS
June 30, 2004

b. Thefollowing isthe schedule of Notes Payable at June 30, 2004:

Rangeof Amount
Isue Interest Maturity Outgtanding
Governmental Adtivities Notes Payable Date Rates Date June 30, 2004
Urban Renewd Fund:
Caraco Pharmaceutica Project (Secured by Future Block Grant Revenue................ 8/1/2002 175t0416%  8/1/2008 $ 5,208,000
Ferry Street Project (Secured by Future Block Grant ReVENUE)..........vveeeeeeenneeennns 4/28/1999 175t04.17 81/04-19 2,900,000
Garfield Project (Secured by Future Block Grant REVENUE)..........c..ceeeeesessvssseseeseens 6/5/1996 175t04.18 81/03-15 1,945,000
Michigan Repacking Project (Secured by Future Block Grant Revenue).. 10/28/1997  1.75t04.19 81/03-04 1,290,000
Riverbend Project (Secured by Future Block Grant REVENUE)............eeeeeeeessesssenns 6/5/1996 175t04.20 81/03-15 745,000
Riverbend Project (Secured by Future Block Grant ReVENUE)............eeeeeeereeeeveeeens 10/28/1997 1.75t04.21 8/1/03-16 405,000
Stuberstone Project (Secured by Future Block Grant REVENUE)............eeeeeeeeessssnnnns 10/28/1997  1.75t04.22 81/03-16 330,000
New Amderdam Project (Secured by Future Block Grant Revenue). ... 8/1/2002 175t04.23 8/1/08-23 9,700,000
Tota NotesPayable $ 22523000
c. Thefollowingisthe schedule of Loans Payable at June 30, 2004:
Range of Amount
Isue Interest Maturity Outstanding
Governmental Adijvities| cans Payable Date Rates Date June 30,2004
Downtown Devel opment AUNOMLY.........oueeeermesse s e veseeevinneeeeeniinnenenn. 1991-1997 % - $ 33,600,000
Loans Payable GE Capitd Schedule- 009 .. 10/30/2003 350 7/1/04-2/1/09 2,327,537
Loans Payable GE Capitd Schedule-010.............c.ovevvvnvvisnsssnsnn. 10/30/2003 380 7/1/04-11-1-08 176,130
Loans Payable GE Capitd Schedule-011............cc.ovevvvnvvisssssssns. 11/15/2003 365 7/1/04-4/15/0/ 14,320,318
Loans Payable GE Capitd Schedule- 012.............cccovvevvvmicvmssmssnnnnnnn. 42/2004 361 8/1/04-4/1/09 491,400
Loans Payable GE Capitd Schedule- 013............ccccvvvevvvmicvinsssssnnnnn. 492004 407 7/11/04-6/1/14 1,285,029
Loans Payable GE Capitd Schedule-014...........c.cocvvevven v 142004 407 7/1/04-6/1/09 529,661
Totd LoansPayable $ 52,730,075
d. Thefollowing isthe schedule of Bonds Authorized and Unissued at June 30, 2004:
Authorized (NoteA)
Unissued
Authority Date Amount Amount
General Obligation Bonds (Tax Supported):
Sewer CONSLIUCTION........ccveereiieiereeiete et Electorate 8/2/1960 $ 50,000,000 $ 24,000,000
PUDIIC SAfELY.....ceivieieeieicceeee e Electorate 11/7/2000 12,000,000 9,070,000
Municipal FaCiliti€S......ccccvvvrerieieieieeeree e Electorate 11/7/2000 18,000,000 6,120,000
Public Lighting Electorate 11/7/2000 30,000,000 17,935,000
INSLLULE OF AMES....ceiieieeieciee e Electorate 11/7/2000 25,000,000 9,850,000
ReCreation and Z0O..........cccvererereneeienenese e Electorate 11/7/2000 56,000,000 30,975,000
Neighborhood and Economic Development.. .. Electorate 11/7/2000 30,000,000 9,105,000
Histroical MUSBUM.........cccoviieiiiirieeese e Electorate 11/6/2001 20,000,000 17,670,000
Museum of African American History.........cccoovevcnncnenne. Electorate 4/29/2003 6,000,000 2,705,000
Total Bonds Authorized - Unissued $ 127,430,000

Note A — The electorate approved an amendment to the State Constitution (the Headlee Amendment) November 7, 1978 that requires voter approval
for the issuance of general obligation bonds effective December 22, 1978. The authority to issue bonds approved by the electors continues

until revoked by the electors.
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City of Detroit, Michigan
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J

une 30, 2004

e. Summary of Annual Principal and Interest Requirements for Bonds, Notes, and Other Debt Payable

Primary Government

Principal
BusinesstypeActivities
Automobile Sewage
Governmenta Parking Water Disposal
Year Ending Adivities Fund Eund Fund Total

200= $ 72,033,833 $ 6,255,000 $ 22,440,000 $ 44,825,000 $ 73,520,000

200€ 120,570,429 6,615,000 23,305,000 46,945,000 76,865,000

2007 102,237,191 7,105,000 25,470,000 49,850,000 82,425,000

2008 99,869,811 1,610,000 27,905,000 50,364,128 79,879,128

200¢ 123,738,235 1,670,000 29,235,000 53,725,000 84,630,000

2010-2014 307,426,305 9,980,000 171,020,000 292,483,965 473,483,965

2015-2019 153,684,185 13,360,000 221,985,000 322,654,361 557,999,361

2020-2024 69,845,000 8,605,000 280,810,000 368,745,145 658,160,145

2025-2029 - 9,500,000 355,040,000 504,345,000 868,885,000

2030-2034 - 2,400,000 452,085,000 641,215,000 1,095,700,000

203t - - 104.140.000 - 104,140,000

Tota $ 1049405039 $ 67100000 $ 1713435000 $ 2375152599 $ 4155687,599

Primary Government
Interest
BusinesstypeAdtivities
Automobile Sewage
Governmental Parking Water Disposal Interest Rate
Year Ending Activities Fund Fund Fund Swvaps, Net Tota

2005 $ 49778575 $ 2366670 $ 63,031,402 $ 82,994,190 $ 35,984,187 $ 184376449
2006 46,428,285 1,952,507 62,984,325 82,111,082 38222410 185,270,324
2007 42,931,980 1573985 61,964,260 80,141,782 38,931,751 182,611,778
2008 37,834,914 1,290420 60,839,628 79,798,363 38578712 180,507,123
2009 32,724,895 1,226448 59,613,418 75,653,698 38389414 174,882,978
2010-2014 99,660,834 5,163,563 276,727,182 349,000,086 181,142,795 812,033,626
2015-2019 54,631,934 2950026 235,587,665 306,498,097 159,515,037 704,550,825
2020-2024 7,091,833 974,652 198,833,363 235,215,796 127,258 406 562,282,217
2025-2029 - 417,809 151,051,823 137,450,600 73,503,346 362,423 578
2030-2034 - 2083 72,437,771 39,101,591 30,308,232 141,849,677
2035 - - 2,603,500 - - 2,603,500
Totd $ 371133251 $ 17918163 $  1,245674,337 $ 1,467,965,285 $ 761,834,290 $ 3493392075

The City entered into a loan payable with the Downtown Development Authority, a component unit, for
$33.6 million. The loan was used to cover cost related to the Cobo Hall Expansion Project and operations of
the Downtown People Mover System. The loan was unsecured and bears no interest and will be repaid by the
City as general operating funds become available. As such, the loan payable has not been included in both
governmental activities annual principle and interest requirements.

Component Units

Year Ending Principal Interest
2005 107,090,400 $ 109,081,049
2006 167,742,259 107,769,782
2007 123,973,424 101,843,985
2008 122,680,631 94,972,564
2009 133,784,165 90,434,341
2010-2014 456,900,792 353,751,301
2015-2019 251,257,120 315,174,019
2020-2024 227,565,426 252,735,432
2025-2029 484,438,879 180,362,422
2030-2034 227,200,000 24,980,500
2035

_$

2.302.633.096 35

1.631.105.395
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June 30, 2004
f. Lonarterm Liabilities Adivity for the Y ear Ended June 30, 2004
Amount
Balance Balance DueWithin
June 30, 2003 Increase Dexeae June 30, 2004 OneYesr
Long-term debt:
Convention Fadlity —Cobo

Center Expanson Revenue Bonds $ 123000000 $ 0883138 $ 78515000 $ 135368138 $ 10,355,000
Detrait Building Authority Bonds—

Meadison Centter Project 12,780,304 - 1,366478 11413826 1,491,872
Digtribution Sate Aid Bonds 68415000 - 10,050,000 58,365,000 10,540,000
SHf-insurance Limited Tax Bonds 28870,000 98,895,000 28,870,000 98,895,000 -
Genard Obligetion—Generd Bonds 489,800,000 54,790,000 32,305,000 512,285,000 22,600,000
Generd Oblligation Limited Tax Bonds 67540000 102.830.000 12545000 157.825000 16,990,000

Totd Generd Fund Bonds 790,405,304 347,398,133 163651,478 974,151,964 61,976,872
Federd note— Caraco Pharmecevitical

Proect 6,105,000 - 897,000 5,208,000 942,000
Fedard note— Fary Project 2900000 - - 2,900,000 85,000
Federd note— Gafidd Project 2,050,000 - 105,000 1,945,000 105,000
Federd note—Michigan Repacking

Poet 1,335,000 - 45000 1,290,000 1,290,000
Federd note— Riverbond Project 1,230,000 - 80,000 1,150,000 80,000
Federd note — Suberstone Project 345,000 - 15,000 330,000 15,000
Federd note - New Amdterdam Project 9,700000 - - 9,700,000 -
Loen payeble to Downtown

Deve opment Authority 33,600,000 - - 33,600,000 -
Loan payable— GE Cepitd — Airport 118,202 - 118202 - -
Loen payable— GE Capitd — Cobo Hal

Energy Sysem 9729106 - 9,729,106 - -
Loen payable— GE Capitd —Eledtion

Sydem 1336649 - 1,336,649 - -
Loan payable— GE Caitd —Fre 1,345,708 - 1,345,708 - -
Loen payable— GE Cepitd ITS - Unisys 7,360070 - 7,360,070 - -
Loen payable— GE Capitd —Income Tax 378,929 - 378929 - -
Loan payable—BM Credit Corporation 11,702,252 - 11,702,252 - -
Loan payeble— GE Capitd Schedule-009 - 2500250 172713 2327537 475336
Loan payable— GE Capitd Schedule-010 - 200,728 24598 176130 37,996
Loan payable— GE Capitd Schedule-011 - 19525824 5,205,506 14,320,318 6,722475
Loan payable— GE Capitd Schedule-012 - 491,400 - 491,400 106,899
Loen payeble— GE Capitd Schedule-013 - 1,286,250 1221 1,285,029 9,504
Loan payable— GE Capitd Schedule-014 - 536,698 7,037 520,661 97,801

Totd Governmenta Notes and Loans 89235916 24541150 38523901 75253075 10057011
Totd Long-Term Bonds, Notes, and Loans 879,641.220 371.939288 202175469 1.049.405039 72033883
Other Long-Term Obligations:

Accrued Compensated Absances 135,809,088 28,094,015 23432088 140471,015 4,236,630

Clamsand Judgments 111,151,465 82,474,865 71,753 756 121872574 6,148,836

Workers Compensetion 67.653.774 35244717 37481113 65417378 16,556,000

Total Other Long-Term Obligations 314614327 145813507 132666957 307760967 26941466
Totd Govenmentd Long-Term Obligaions $ 1194255547 $ 517752885 $ 34842426 $ 1377166006 $ 98975349

Note: The City hes recognized aligbility in the generd fund of $706,105 for compenseted atxsences, $6,148,836 for daimsand judgments, and
$2,656,180 for workers compensation as of June 30, 2004 for amounts thet were due as of year end. The remaining compensated absences daims
and judgments, and workers compensation daimslighility and al other long-term obligations are considered to be generd longrterm liabilitiesand
are recognized only in the goverment-wide financid gatements
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Amount
Balance Balance Due Within
. June 30, 2003 Increase Decrease June 30, 2004 One Year
Business-type Activities
Major Funds:
Long-term Debt and Obligations:
Automobile Parking Fund:
Bonds Payable $ 73,315,000 $ - (6,215,000) $ 67,100,000 % 6,255,000
Accrued Compensated Absences 280.830 166,263 - 447,093 199,469
Sewage Disposal Fund:
Bonds Payable 2,311,620,907 206,121,692 (142,590,000) 2,375,152,599 44,825,000
Accrued Compensated Absences 9,965,977 2,345,824 (153,538) 12,158,263 6,051,544
Accrued Public Liability and Workers’
Compensation 4,844,529 1,543,501 (1,181,346) 5,206,684 1,181,346
Water Fund:
Bonds Payable 1,718,985,000 240,600,000 (246,150,000) 1,713,435,000 22,440,000
Accrued Compensated Absences 13,925,849 1,810,212 (146,540) 15,589,521 9,984,576
Accrued Public Liability and Workers’
compensation 13,778,575 6,756,198 (4,756,519) 15,778,254 4,756,519
Transportation Fund:
Accrued Compensated Absences 3,847,975 - (117.814) 3,730,161 2,984,129
Accrued Public Liability and Workers’
Compensation 2,236,047 1,312,053 - 3,548,100 709,620
Non-major Funds:
Accrued Compensated Absences 2,052,115 - (1,584,837) 467,278 171,351
Accrued Public Liability and Workers’
Compensation 5,000,107 - (4,877,458) 122,649 10,933
Total Bonds Payable 4,103,920,907 446,721,692 (394,955,000) 4,155,687,599 73,520,000
Total Accrued Compensated Absences 30,072,746 4,322,299 (2,002,729) 32,392,316 19,391,069
Total Public Liability and Workers’
Compensation 25,859,258 9,611,752 (10,815,323) 24,655,687 6,658,418
Total Long-term Debt and
Obligations $  4,159,852911 $ 460,655,743 (407,773,052)  $ 4212735602 $ 99,569,487
Component Units
School District of the City of Detroit:
Bonds, Notes and Leases Payable $  1.549,347.195 $ 51,789,928 (57,586,140) $ 1,543,550,983 § 43,208,483
Accrued Compensated Absences 153,729,484 - (6,036,800) 147,692,684 2,325,877
Accrued Public Liability and Workers’
Compensation 56,268,822 159,773,219 (159,640,342) 56,401,699 -
1,759,345,501 211,563,147 (223,263,282) 1,747,645,366 45,534,360
Other Component Units:
Bonds, Notes and Leases Payable 804,477,841 23,360,101 (68,685,526) 759,152,416 63,881,917
Total Accrued Compensated Absences 2,845,211 3,031,790 (691,897) 5,185,104 477,328
Accrued Public Liability and Workers’
Compensation 290,515 297,297 - 587,812 324,506
$ 807,613,567 % 26,689,188 (69,377,423) $ 764,925,332 $ 64,683,751
69 (Continued)



City of Detroit, Michigan
NOTESTO BASIC FINANCIAL STATEMENTS
June 30, 2004

5. Derivativesnot reported at fair value

The City is party to derivative financial instruments consisting of interest rate swaps that are intended to effectively
convert variable-rate debt to fixed-rate debt. These are not reported at fair value on the statement of net assets at June
30, 2004.

Objective of the swaps. In order to better manage its interest rate exposure and to reduce the overall costs of its
borrowing, the City has entered into 25 separate fixed payor interest rate swaps.

Terms, fair values, and credit risk. Certain key terms, fair market values, and counter-party credit ratings relating to
the outstanding swaps as of June 30, 2004, are presented below. The notional amounts of the swaps, except those
with effective dates of 4/1/05, 9/1/06, and 3/1/07 match the principa amounts of the outstanding debt. The swaps
with effective dates of 4/1/05, 9/1/06, and 3/1/07, were entered into to hedge future interest rate risk and will be
associated with bonds expected to be issued prior to the effective dates. Except as discussed under rollover risk, the
City’s swap agreements contain scheduled reductions to outstanding notional amounts that match scheduled or
anticipated amortization of associated bonds.
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Associated Bond Issue Notional Effective Date Fixed Rate Variable Rate Fair Values Swap Final Counterparty

Amounts (1) Paid Received Termination Maturity of Credit Rating

Date
Bonds

Building Authority $28,300,000 10/22/1999 7.48% LIBORBBA -11,170,783 7/1/2029 7/1/2029 Aal/AA-IAA+
Series 1999-A IMT+.28%
Sewage 1998-A 68,000,000  12/10/1998 451% BMA (2 -5,985,380  7/1/2023 7/1/2023 Aa2/AA-INR
Sewage 1998-B 67,900,000  12/10/1998 4.51% BMA -5,970,646  7/1/2023 7/1/2023 Aa2/AA-INR
Water 2001-C (3) 47,723,000 6/7/2001 4.07% BMA -1,813,209 1/1/2006 7/1/2029 AaalAA+/NR
Water 2001-C (3) 30,032,000 6/7/2001 4.70% BMA -2,456,809  7/1/2011 7/1/2029 AaalAA+/NR
Water 2001-C (3) 47,628,000 1/1/2006 5.42% BMA -3,142,701  7/1/2011 7/1/2029 AaalAA+/NR
Water 2001-C 114,150,000 6/7/2001 4.90% BMA -14,671,784  7/1/2026 71172026 Aa3/A+/AA-
Sewage 2001 C-1 156,500,000  10/23/2001 4.43% BMA -15,608,636  7/1/2027 7/1/2027 Aa2/AA+AAA
Sewage 2001 C-2 124,500,000  10/23/2001 4.47% BMA -7,917,564  7/1/2029 7/11/2029 Aa2/AA+IAAA
Water 2003-B 1,980,000 1/30/2003 3.02% CPl +1.01% 35471  7/1/2009 7/1/2009 Aa3/A+/AA-
Water 2003-B 2,290,000 1/30/2003 3.31% CPI+1.12% 34,077  7/1/2010 7/1/2010 Aa3/A+/AA-
Water 2003-B 2,500,000 1/30/2003 3.55% CPI + 1.25% 35,834  7/1/2011 7/1/2011 Aa3/A+IAA-
Water 2003-B 2,175,000 1/30/2003 3.74% CPl+ 1.33% 27,647  7/1/2012 7/1/2012 Aa3/A+IAA-
Water 2003-B 2,800,000 1/30/2003 3.87% CPl +1.34% 25,667  7/1/2013 7/1/2013 Aa3/A+AA-
Water 2003-B 2,505,000 1/30/2003 4.00% CPI +1.36% 11,590  7/1/2014 7/1/2014 Aa3/A+/AA-
Water 2003-C 2,005,000 1/30/2003 3.87% CPl +1.34% 18,214  7/1/2013 7/1/2013 Aa3/A+/AA-
Water 2003-C 2,330,000 1/30/2003 4.00% CPI +1.36% 10,747 7/1/2014 7/1/2014 Aa3/A+IAA-
Water 2003-D 150,965,000 2/6/2003 4.06% BMA -5,616,502  7/1/2013 7/1/1933 Aa2/AA-INR
Sewage 2003-B 150,000,000 5/22/2003 4.14% BMA -6,647,282  7/1/2013 7/1/1933 Aa2/AA+IAAA
Water 2004-A 77,010,000 5/13/2004 3.94% BMA -2,156,755  7/1/2025 7/1/2025 Aa2/AA-INR
Water 2004-B 163,590,000 5/13/2004 3.85% BMA -3,771,652  7/1/2023 7/11/2023 Aa2/AA-INR
Water Forward 195,000,000 4/1/2005 4.71% BMA -3,044,079  7/1/2036 N/A Aa3/A+AA-
Starting Swap
Water Forward 120,000,000 3/1/2007 5.00% BMA -1,684,838  7/1/2035 N/A Aa3/A+AA-
Starting Swap
Sewage Hedge Swap 137,500,000 4/1/2005 4.80% BMA -2,981,432  7/1/2035 N/A Aa2/AA+AAA
Sewage Hedge Swap 125,000,000 9/1/2006 4.96% BMA -1,479,489  7/1/2036 N/A Aa2/AA+IAAA

1. Notional amount balance as of July 1, 2004
2. TheBond Market Association Municipal Swap Index ™.
3. Denotesthat the swap termination date does not match the final maturity of the bonds.

Fair Value: Because interest rates have generally declined since the time the swaps were negotiated, most of the
City’s swaps have a negative fair value as of June 30, 2004. The negative fair values may be countered by lower total
interest payments required under the variable-rate bonds, creating lower synthetic interest rates.

Credit Risk: As of June 30, 2004, the City was not exposed to net credit risk because the swaps had net negative fair
values. However, should interest rates change and fair values of the swaps become positive, the City would be
exposed to credit risk in the amount of the derivatives' positive fair value.

The swap agreements contain varying collatera agreements with the counterparties. The swaps require full
collateralization of the fair value of the swap should the counterparty’s credit rating fall below certain rating levels by
Fitch Ratings, Standard & Poor’s, and/or Moody’ s Investors Service. Collateral on all swaps is to be in the form of
U.S. government securities held by athird-party custodian.

Basis Risk: The City is not exposed to significant basis risk on its swaps because most of the variable payments

received are based on the BMA index. The CPI indexed swaps are associated with CPI indexed bonds and thus create
no basisrisk. The LIBOR based swap has basis risk on $28.3 million of swaps.
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Termination Risk: The City or counterparty may terminate any of the swaps if the other party fails to perform under
the terms of the contract. In such cases, the City may owe or be due a termination payment depending on the value of
the swap at that time. In addition, the City is exposed to termination risk, but not termination payments, on certain of
the City’s swaps related to Water Series 2001C, Water Series 2003D, Water Series 2004-A, Water Series 2004-B,
Sewer Series 1998A, Sewer Series 1998B, Sewer Series 2001-C-1, Sewer Series 2001C-2 and Sewer Series 2003B.
These swaps provide the counterparty with the option to terminate the swap agreement beginning on 01/01/2010,
07/02/2011, 07/01/2005, 07/01/2005, 07/01/2008, 07/01/2008, 01/01/2010, 01/01/2010, and 07/01/2013, respectively,
upon the passing of certain BMA thresholds. If any of these swaps are terminated, the associated variable-rate bonds
would no longer carry synthetic interest rates, but there would be no termination payment.

Rollover Risk: The City is exposed to rollover risk on swaps that mature or may be terminated prior to the maturity of
the associated debt. When these swaps terminate, or in the case of the termination option, if the counterparty exercises
its option, the City will not realize the synthetic rate offered by the swaps on the underlying debt issues.

6. Other Information
Automobile Parking Fund

The City has covenanted in bond authorizing documents to charge for the use of and services provided by the City
of Detroit Building Authority Parking Arena System (the System) for each fiscal year of the City such that the
gross revenues collected and remitted to the trustee (1) will be at least sufficient to at all times pay when due the
principal, interest, and sinking fund installments on the revenue bonds without recourse to the Debt Reserve
Account, to pay or provide for all operating expenses, to maintain the System in good repair without recourse to
the Operating and Contingency Reserve Fund, and to replenish the Debt Reserve Account (so as to satisfy the
corresponding reserve requirement) and the Operating and Maintenance Reimbursement Fund, and (2) will, after
replenishment of any deficit in the Debt Reserve Account, Operating and Contingency Reserve Fund, and the
Operating and Maintenance Reimbursement Fund, be equal to or greater than 175% of the amount payablein such
fiscal year as the principal of sinking fund installments for the interest on all revenue bonds, net of amounts
capitalized for interest payable during the construction period.

“The City has covenanted further that if the fees and charges collected in any fiscal year are not sufficient to
produce such revenues, the City will employ a consulting expert to submit recommendations as to revision of the
schedule of fees then in effect and the City will thereafter charge and collect fees in accordance with such
recommendation. The schedule of charges for the System may not be revised for a period of two years unless
(1) such revision is for purpose of complying with the aforesaid rate covenant or, simu Itaneous with such revision,
there isfiled with the trustee a certificate of the consulting expert stating the opinion that if such revision had been
in effect during the whole of the fiscal year immediately prior thereto, the revenues collected during such fiscal
year would not have been diminished, and (2) at the time of any reduction in charges, the amounts in the Debt
Reserve Account and Operating and Contingency Reserve Fund equal or exceed the reserve requirements.

The revenue bond documents specify that additional bonds may be issued by the Fund for the purpose of
financing additions, replacements, and improvements to the City of Detroit Building Authority Parking Arena
System, provided that the trustee shall have received all legally required authorized opinions and certificates and
that the estimated gross revenues (as defined in the bond authorizing documents) for the five years following
completion of the facilities will be at least (1) 175% of annual debt service on all parity outstanding bonds, or
(2) the sum of annual debt service on all parity outstanding bonds (including the Additional Bonds) plus the
amount necessary to make all required payments to the various funds maintained by the trustee, whichever is
greater. Other than as described above, the Fund may not issue any obligations secured by gross revenues from the
System unless any resulting lien on the System’'s gross revenues is expressly subordinate to liens for the
bondholders' or bank’ s benefit as described above.
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Sewage Disposal and Water Funds Construction Programs

The Sewage Disposal Fund is engaged in a variety of projects that are part of a five-year Capital Improvement
Program (the Program). The total cost of this Program is anticipated to be approximately $2.1billion through
fiscal year 2007. The Program is being primarily financed from revenues of the Fund and proceeds from the
issuance of revenue bonds.

The Sewage Disposal Fund total construction contract commitments outstanding at June 30, 2004 were
approximately $647 million.

The Water Fund is engaged in a variety of projects that are part of a five-year Capital Improvement Program
(the Program). The total cost of this Program is anticipated to be approximately $1.6 billion through fiscal year
2007. The Rogram is being primarily financed from revenues of the Fund and proceeds from the issuance of
revenue bonds.

The Water Fund total construction contract commitments outstanding at June 30, 2004 were approximately
$238 million.

Pension Plans:

The City of Detroit Retirement System consists of the General Retirement System (GRS) and the Policemen and
Firemen Retirement System (PFRS). Each system is a single-employer plan composed of a Defined Benefit Plan
and a Defined Contribution Annuity Plan. The plans provide retirement, disability, and death benefits to plan
members and beneficiaries. The Systems issued publicly available financial reports that include financial
statements and the required supplementary information. The reports can be obtained at 2 Woodward Avenue,
Coleman A. Young Municipal Center, Room 908.

These plans are administered in accordance with the City of Detroit Charter and union contracts, which assign the
authority to establish and amend contributions and benefit provisions to each plan’s Board of Trustees. The
Systems’ investment policies are governed in accordance with the State of Michigan Public Act 314 of 1965, as
amended.

Theplans financial statements are prepared using the accrual basis of accounting. Plan member contributions are
recognized in the period in which the contributions are due. Employer contributions are recognized when due and
the City has made a formal commitment to provide the contributions. Benefits and refunds are recognized when
due and payable, in accordance with the terms of each plan.

Plan investments are reported at fair value. Short-term investments are reported at cost, which approximates fair
value. Securities traded on a national or international exchange are valued at last reported sales price at current
exchange rates. Mortgages are valued on the basis of future principal and interest payments and are discounted at
prevailing interest rates for similar investments. Investments that do not have an established market are reported
at estimated fair value.

The City’s policy is to fund normal costs and amortization of prior service costs. The City is required to
contribute at an actuarially determined rate. The current rate is up to 27.34% of active annual payroll for the
General Retirement System (depending on the bargaining unit) and 27.68% of active annua payroll for the
Policemen and Firemen Retirement System. Contributions from City funds and the Library, including accounts
receivable for the year ended June30, 2004, amounted to $95,876,076 and $69,475,202 for the General
Retirement System and the Policemen and Firemen Retirement System, respectively.
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Employee contributions for annuity savings are as follows:

General Retirement System — Employees may elect to contribute 3%, 5%, or 7% of the first $87,900 of
annual compensation and 5% or 7 % of any excess over $87,900. Contributions are voluntary for al union
and non-union employees.

Policemen and Firemen Retirement System— Mandatory contributions are 5% of base compensation until
eligibility for retirement is reached.

Contributions received from employees during the year ended June 30, 2004 amounted to $24,290,278 and
$10,318,299 for the General Retirement System and the Policemen and Firemen Retirement System, respectively.

The contribution requirements of plan members and the City of Detroit are established and may be amended by
the Board of Trustees in accordance with the City Charter, union contracts, and plan provisions.

General Retirement System members may retire with full benefits after attaining 30 years of service; age 55 with
30 years of service if hired after January 1, 1996; age 60 with 10 years of service; or age 65 with 8 years of
service. Employees may retire after 25 years of service and collect an actuarially reduced retirement benefit.

Police officers and firefighters hired prior to January 1, 1969 may retire after 25 years of service with full benefits
and an escalator clause for future increases. Police officers and firefighters hired after January 1, 1969 may retire
after twenty-five (25) years of service with full benefits and ayearly cost-of-living adjustment of 2.25%.

Members of the General Retirement System who separated prior to July 1, 1981, met the age and service
requirements, and who did not withdraw their accumulated annuity contributions are generally eligible for a
pension at the time they would have been eligible had they continued in City employment. Members who
separate after July 1, 1981 are not required to leave their accumulated annuity contributionsin the System.

Members of the Policemen and Firemen Retirement System who separated prior to July 1, 1982, met the age and
service reguirements, and who did not withdraw their accumulated annuity contributions are generally eligible for
a pension at the time they would have been eligible had they continued in City employment. Members who
separate after July 1, 1982 and meet the age and service requirements are able to withdraw their accumulated
contributions and remain eligible for abenefit.

Monthly pension benefits, which are subject to certain minimum and maximum amounts, are determined
according to fixed rates per year of credited service. Pension benefits for all members of the General Retirement
System are increased annually by 2.25% of the original pension. For those members of the Policemen and
Firemen Retirement System who were hired after January 1, 1969, pension benefits are increased annually by
2.25% of the original pension. Police officers and firefighters hired before January 1, 1969 may elect at
retirement increases based upon pay increases of active members or annual increases of 2.25% of the original
pension.

Employee contributions to both systems for annuity savings may be withdrawn upon separation from the City. At
retirement, members have the option to withdraw all or part of their accumulated annuity contributions plus
interest in either a lump sum or to receive monthly annuity payments. Employees in both systems may withdraw
their annuity balance if they have accumulated 25 years of service. The following details the schedule of
employer contributions (in millions):
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General Retirement System Palicemen and Firemen Retirement System
Year Annual Net Year Annual Net

Ended Pension Percentage Penson Ended Pension  Percentage  Pension

June 30 Costs Contributed Obligation June 30 Costs Contributed Obligation

1999 55.7 100 — 1999 15.7 100 —
2000 66.7 100 — 2000 20.0 100 —
2001 68.1 100 — 2001 144 100 —
2002 67.8 100 — 2002 84 100 —
2003 72.9 100 — 2003 66.8 100 —
2004 95.9 92 — 2004 69.5 — —

Classes of Employees: The GRS covers all eligible employees other than police officers and firefighters, who are
covered by the PFRS.

The plans' membership consisted of the following at June 30, 2004, the date of the latest actuarial valuation:

Defined Annuity

Defined Benefit Contributions
GRS PFRS GRS PFRS
Retirees and beneficiaries receiving benefits 11,332 8,695 1,562 1,419
Terminated plan members entitled to but not
yet receiving benefits 1,547 33 165 5
Active plan members 12,312 5177 11,025 4,760

Cash and Investments: Cash balances for the two systems are held in financial institutions insured as members
of FDIC in the Systems' name. As of June 30, 2004, the carrying amounts of $8,051,609 for the General
Retirement System and $1,259,681 for the Policemen and Firemen Retirement System were equal to bank
balances. Of the bank balance, $113,000 for the GRS and $94,000 for the PFRS is covered by federal depository
insurance. Theremaining balanceisuninsured.

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 3, the Systems
investments are categorized to give an indication of the level of custodia risk assumed by the Systems at June 30,
2004.

Category 1. Includesinvestmentsinsured or registered, and held by an agent in the City’s name.

Category 2: Includes investments, which are uninsured, unregistered, and held by an agent in the City’s
name.

N/A: Those investmentsidentified by N/A are not categorized because they represent pooled funds.

The Retirement Systems have adopted an official investment policy that is in accordance with state statute.
Authorized investments include U.S. Government obligations, certificates of deposit, savings and depository
accounts of insured institutions, commercial paper of certain investment quality, bankers acceptances, repurchase
agreements, mutual funds of certain investment quality, secured lease obligations, real and personal property,
small business and venture capital firms, preferred stock, common stock, and other investments not excluded by
state statute, limited asto portfolio share.
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The Systems invest in mortgage-backed securities. These securities are reported at fair value in the balance sheet
and are based on the cash flows from interest and principal payments by the underlying mortgages. As aresult,
they are sensitive to prepayments by mortgages, which may result from a declinein interest rates. For example, if

interest rates decline and homeowners refinance mortgages, thereby prepaying the mortgages underlying these
securities, the cash flow from interest payments is reduced and the value of these securities declines. Likewise, if
homeowners pay on mortgages longer than anticipated, the cash flows are greater and the return on the initial
investments would be higher than anticipated. The Systems invest in mortgage-backed securities to diversify the
portfolio and to increase the return while minimizing the extent of risk.

Below is adescription of the investments by type and category at June 30, 2004.

Invesment Category
Gengd Reliremat Sygem:
Short-term Investments $ 82,198,405 2
Socks 1553816583 1
Bonds 300,707,194 1
Mortgage-backed Securities 59,636,979 1
Mortgage and Condruction Loans 133,005,232 1
Equity Interest in Red Edtate 77971839 1
Poded Investments 93,010,892 N/A
Private Pacaments 253,656,948 2
Totd $ 2554004072
Pdlicamen and Fremen Retirement Sydem:
Short-term Investments $ 71444467 2
Socks 1,670,466,391 1
Bonds 608,197,193 1
Mortgage-backed Securities 65910437 1
Mortgage and Condruction loans 110,140,189 1
Equity Interest in Red Edtate 83,390,272 1
Red Edae Investment Truds 28522443 2
Pooled Invesments 363,858,019 N/A
Private Facaments 48495074 2
Totd $ 3055424485

Securities Lending: Under the provisions of Securities Lending Authorization Agreements, the Retirement
Systems lend securities to broker-dealers and banks for collateral that will be returned for the same securities in
the future. The Systems’ custodial banks manage the securities lending program and receive cash, securities, and
irrevocable bank letters of credit as collateral. The custodia banks do not have the ability to dedge or sell
collateral securities unless the borrower defaults. Borrowers are required to deliver collateral for each loan equal
to but not less than 100% of the market value of the loaned securities.

The Systems did not impose any restrictions during the fiscal year on the amount of the loans that the custodial
banks made on its behalf, and the custodial banks indemnified the Systems by agreeing to purchase replacement
securities or return cash collateral in the event a borrower failed to return the loaned security or pay distributions
thereon. There were no such failures by any borrowers during the fiscal year. Moreover, there were no losses
during the fiscal year resulting from default of the borrowers or the custodial banks. The Systems and the
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borrowers maintain the right to terminate all securities lending transactions on demand. The cash collateral

received on each loan is invested in two separate collective investment pools. The average duration of each
investment pool as of June 30, 2004 was 55 days. Because the loans were terminable at will, their duration did
not generally match the duration of the investments made with cash collateral. On June 30, 2004, the Systems had
no credit risk exposure to borrowers. The collateral held and the market value of securities on loan for the System

as of June 30, 2004 was $238,757,976 and $232,701,006 for the GRS and $651,046,471 and $634,957,695 for the
PFRS respectively.

For accounting purposes, the statements of net assets and changes in net assets in the fiduciary funds reflect the
increase in assets, liabilities, interest income, and expense associated with securities lent.

Investment loss presented in the statement of changes in fiduciary net assets for the Retirement System consist of
interest income, dividend income, net depreciation, and investment expenses. GRS and PFRS were unable to
break down each component by reserve fund as required in GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans; however, the Systems were
able to present componentsin total:

GRS PFRS
Investment Gain, Net:
Dividend Income $ 24,046,920 $ 26,979,547
Interest Income 86,137,211 83,333,335
Net Apppreciation 237,895,378 317,767,620
Investment Expense (11,496,468) (12,379,319)
Totd $ 336,583,041 $ 415,701,183

Other Post-employment Benefits: In addition to the pension benefits described above, the City provides post-
retirement benefits to its retirees, which include hospitalization, dental care, eye care, and life insurance. The
number of City retirees at June 30, 2004 is 20,027. Costs are accounted for in accordance with GASB Statement
No. 12, Disclosures of Information on Post-retirement Benefits Other Than Pension Benefits by State and Local
Governmental Employers. The benefits are provided in accordance with the City Charter and union contracts.
The costs of benefits, which are financed on a pay-as-you-go basis, for the year ended June 30, 2004, are as
follows:

City Retiree Total

Benefit Cost Cost Cost
Hospitalization $ 136,840,848 $ 14,273,870 $ 151,114,718
Dental 6,720,554 — 6,720,554
Eye Care 2,218,589 — 2,218,589
Life Insurance 143,235 26,690 169,925
Total $ 145,923,226 $ 14,300,560 $ 160,223,786

7 (Continued)
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Significant actuarial assumptions used in preparing the accompanying Systems' financial statements for the year
ended June 30, 2003 follow:

Gengrd Policemen and Firemen
Retirement System Retirement Sysem

VduaionDae June 30,2003 June 30, 2003
Acuaid Cos Method Entry Age Entry Age
Amortization Method Level Peroat Leve Peroat
Remaning Amortization Period 15years 14 years
Asst Vduation Method 3year Smoathed Market 3year Smoothed Market
Actuarid Assumptions

Invesment Rateof Retumn 7% 7.8%

Prgected Sdary Incressss 4.0%-9.5% 58%- 108%

Indudes Irflation a 4.0% 4.8%

Cog-of-Living Adjusments 225% 2.25%

Factorsthat significantly affect the identification of trends in the amounts reported include, for example, changes
in benefit provisions, the size or composition of the population covered by the plans, or the actuarial methods and
assumptions used.

Component Units

The GDRRA is authorized to charge user fees for services provided to residents in the event either the tipping fees
or supplemental tipping fees paid by the City and other revenues generated are not sufficient in each operating
year to produce revenues equal to at least 100% of the maximum annual debt service requirement, lease
obligations, and operating costs. Supplemental tipping fees are provided from certain taxes collected by the State
of Michigan which are payable to the City (Distributable Aid). The City’s obligation to pay tipping fees and
supplemental tipping feesis afull faith and credit limited tax general and unconditional obligation whether or not
the facility is operating.

For the year ended June 30, 2004, tipping fees and supplemental tipping fees paid by the City to the GDRRA are
asfollows:

Tipping Fees $ 54,909,343
Supplemental Tipping Fees 16,237,538
Total $ 71,146,881
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Special I1tem:

On July 31, 2002 the City revised its Development Agreements with the Casinos operating within the city. Asa
result, the casinos agreed to pay the City an additional $132 million in exchange for the right to defer the
construction of 400 hotel rooms each for five years. All of this revenue was recognized in the entity-wide
Statement of Activities, and $93,750,000 was recognized in the fund financial statements in fiscal year ending
2003. The remaining $38,250,000 is recognized as revenue in the fund financial statements in fiscal year ending
2004.

NOTE IV. SUBSEQUENT EVENTS

On August 27, 2004 the City of Detroit issued $111,680,000 Unlimited Tax General (bligation Bonds and
General Obligation Refunding Bonds. The bonds also refunded $69.1 million of previously issued debt, resulting
in present value savings of $423,241 or 0.62% of the refunded par amount. The bonds begin to mature April 1,
2009 and will be fully matured in the year 2024.

On August 27, 2004 the City of Detroit issued $62,285,000 General Obligation Self-Insurance Bonds (Limited
Tax) (Federally Taxable). The bonds begin to mature April 1, 2009 and will be fully matured in the year 2014.

On January 5, 2005 the City of Detroit issued $81,050,000 General Obligation Refunding Bonds. The bonds
refunded a portion of previously issued debt resulting in present value savings of $2,954,135 or 3.65% of the
refunded par amount. The Bonds begin to mature April 1, 2006 and will fully mature in the year 2011.

In March 2005, Standard and Poor’s revised to the City of Detroit bond ratings, from A- to BBB+ on both the
City’s Limited and Unlimited Tax General Obligation Bonds, while affirming the City’ s outlook as stable.

I
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Senior Housing Growth — Detroit has
homes especially designed and built
for retirees and other seniors. These
developments provide two- and three-
bedroom, low-income homes. Brid-
geview Town Homes, developed by
Church of the Messiah Housing Corp.,
is on Field and Grand Boulevard on
the east side. Delray Senior Housing,
developed by Delray Action Council on
Grand Boulevard in southwest Detroit,
features one- and two-bedroom apart-
ments and provides affordable housing
for seniors on fixed incomes. Grace
Memorial Baptist Church Senior Apart-
ments also provide homes for senior
residents. They are under construc-
tion near Palmer Park at Woodward
and Carmel.
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REQUIRED SUPPLEMENTAL INFORMATION
HISTORIC PENSION DATA - UNAUDITED

Schedule of Employer Contributions (In millions):

General Retirement System Policemen and Firemen Retirement System

Year Annual Year Annual

Ended Required Percentage Ended Required Percentage
June 30 Contributions  Contributed June 30 Contributions Contributed

1999 $55.7 100 1999 $15.7 100

2000 66.7 100 2000 20.0 100

2001 68.1 100 2001 144 100

2002 67.8 100 2002 8.4 100

2003 72.9 100 2003 66.8 100

2004 95.9 92 2004 69.5 -

Schedule of Funding Progress (In_millions):

General Retirement System:

Actuarial Actuarial UAAL
Valuation Actuarial Accrued Unfunded asa
Date Value of Liability Funded AAL Covered  Percentage
June 30 Assets (AAL) Ratio (UAAL) Payroll of Payroll
1999 (a) (b) $2,756.6 2,900.4 95.0 143.8 383.4 375
2000 (@) (b) 2,902.4 3,077.0 94.3 174.6 417.2 418
2001 (@) (b) 2,912.1 3,179.6 91.6 267.5 439.6 60.8
2002 2,761.2 3,276.6 84.3 515.4 440.7 117.0
2003 2,637.7 3,270.6 77.6 733.0 448.6 163.4

Policemen and Firemen Retirement System:

Actuarial Actuarial UAAL

Valuation Actuarial Accrued Unfunded asa
Date Value of Liability Funded AAL Covered  Percentage

June 30 Assets (AAL) Ratio (UAAL) Payrall of Payroll

1999 (a) (b) $3,668.4 3,274.1 112.0 (394.3) 216.0 -
2000 (a) (b) 3,964.2 3,342.1 118.6 (622.1) 237.7 -
2001 (a) (b) 3,900.0 3,463.2 112.6 (436.8) 253.3 -
2002 (a) 3,635.1 3,523.4 103.2 (111.7) 248.7 -
2003 3,205.5 3,7216 86.1 516.1 248.7 207.5

a) After changesin actuarial assumptions.
b) Plan amended.
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Piwok Playground Improvements — New playground equipment and playing fields were part of the
improvements at Piwok. The improvements helped fulfill Mayor Kwame Kilpatrick’s promise to update and
modernize 10 parks and playlots.

PINOK PARK




Honorable Kay Everett

Member Detroit City Council
1941-2004

Detroit Council Member Kay Everett passionately loved Detroit and
dedicated her life to working for the city and its residents.

A native Detroiter, Councilmember Everett graduated from Cass Technical
High School and Wayne State University. She taught for ten years in the
Detroit Public Schools system before winning a seat on the Detroit school board in 1986.

After her re-election to the board in 1990, she served as vice president. During her tenure on the board,
she led the way to reform and gained the reputation as an independent thinker. Her activism sparked
the community’s desire for change, which led to the election of other reformers on the board.

Councilmember Everett was elected to the Detroit City Council as the result of a special election held
on June 4, 1991. For the past 13 years, she has been a strong advocate on behalf of the interests of the
residents of Detroit. She looked into matters in great depth, encouraging the council to thoroughly
examine issues before making decisions.

Two issues of particular concern for Councilmember Everett were emergency services and a clean
city. She was passionate in her leadership of the Keep Detroit Beautiful Task Force, which coordinated
citywide programs to stop littering, promoted outdoor beautification, and educated the public about the
benefits of recycling. She also headed the 911 Task Force, which was created to increase the response
time for emergency services calls by educating the public on how to properly use the 911 system.

Councilmember Everett’s community activism extended to an active role in numerous organizations,
including Alpha Kappa Alpha Sorority Inc., Links Great Lakes, Inc., and the Association of Black
School Educators. In addition, she had a lifetime membership in the NAACP, and was a member of
the Detroit Economic Club, the Detroit Yacht Club, the Coleman A. Young Memorial Commission, the
Detroit Symphony Orchestra Committee, and the Women in Municipal Government Advisory Council.
She once served as aboard member of the University District Council and as a member of Homes for
Black Children. A longtime member of the Greater Emmanuel Institutional Church of God in Christ,
Councilmember Everett was the devoted mother of three children.

The City of Detroit celebrates the life of Detroit Councilmember Kay Everett. Her vivaciousness,
dedication, and flair will live on in the hearts of those that knew her, respected her, and benefited from
her many years of service to our community.
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